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CAPCOM, MONEY LAUNDERING, AND BCCI

THURSDAY, JULY 30, 1992

U.S. Senate,
Subcommittee on Terrorism, Narcotics and

International Operations
of the Committee on Foreign Relations,

Washington, DC.
The subcommittee met, pursuant to notice, at 10:02 a.m., in room
SH-216, Hart Office Building, Hon. John F. Kerry (chairman of the
subcommittee) presiding.
Present: Senators Kerry and Brown.
Senator Kerry. This hearing of the Subcommittee on Terrorism,
Narcotics and International Operations will come to order.
Today marks the 13th public hearing on BCCI by this subcom
mittee, one classified hearing that we held, and one hearing that
was held under the Banking Committee, for a total of 15 hearings
on this subject, which I think for most people who follow the pro
ceedings of the U.S. Congress, that is a significant number of hear
ings on one subject by one committee. This may well be the last
public hearing on this subject by this committee unless the court
process fails to produce an adequate airing of certain areas of con
cern or unless some startling information that has not yet been
made public comes to this committee's attention. But it is currently
our intention to try to issue a report within a few months. And in
fact, staff is already working on that report.
I would like to just say a word, if I can very quickly, since this
may well be the last public hearing on this issue, regarding the
effort over the last 4 years. It has really been a long and often con
tentious process since we began in March of 1988 following the rev
elations in our hearings on General Noriega, at which time we
learned that BCCI was Noriega's bank. We served our first subpoe
na of this subcommittee 4 years ago today, and that began a proc
ess which eventually led us to turn over to the Justice Department
and the Manhattan district attorney information about BCCI and
its apparent secret ownership of First American Bank.
Over the past 4 years we have uncovered a significant amount of
information and found a great deal of wrongdoing ranging from
BCCI's secret ownership of a network of U.S. banks to its involve
ment in financing Iran-Contra arms deals, one area where clearly
the full story has not yet been told. We have also uncovered the
making of payoffs to a number of foreign officials, and now it ap
pears conceivable even to American individuals. Matters pertaining
to BCCI are clearly going to go on in the court system for some

(1)



2

period of time, which is why this subcommittee thinks it ought to
proceed to the writing of its report.
I would like to single out, first of all, an individual who has been
singled out previously for his efforts with respect to this investiga
tion, and that is Jack Blum who really did the initial digging fol
lowing the information that we received at our initial hearing. But
Jack has been well and appropriately lauded publicly for this, and
I would like to say a couple of words about two other individuals
who have not been as publicly lauded, but whose work has really
been extraordinary, and those are the two gentlemen sitting
behind me here, staffers for me personally, David McKean and
Jonathan Winer. Since the day that this bank was mentioned at
our hearing in 1988, they have worked nonstop, both of them, often
under very difficult circumstances, without adequate resources,
without an adequate support system, and clearly without adequate
interest in the Congress itself, to support an investigation of this
size.
And I really think that while government is often the recipient
of many brickbats, many of them well-deserved, I might add, there
are also some folks who work awfully hard to make the system
work and the hours, the weekends, the nights that they have put
in, in an effort to try to uncover the truth about this is really, I
think, a tremendous statement about commitment and personal
loyalty, and I salute them for that.
Many have asked me if I am gratified by the indictments issued
against Clark Clifford and Robert Altman yesterday, and the
answer is that one is inevitably sad when any person of significant
reputation and accomplishment wind up in any perceived fall from
grace. And I think that it is a moment of sadness, not a moment of
elation or jubilation. On the other hand, it is important for this
process to go forward and important for the American political
process to understand that it works for everybody and that there
are not different standards by which we operate. And so in that
sense, obviously, while the justice system has to work its will and
people are innocent until proven guilty in our system, there is a
broad gratification for the Nation, I think that the system is at
least asking questions and putting this process to the test, and that
is what ought to happen in this country.
At our last hearing on May 14, 1992, we were gratified to hear
from a Mr. Ahmed Al-Sayegh representing Abu Dhabi that the
Government of Abu Dhabi had decided to cooperate fully with the
United States law enforcement community and that there would be
no impediments to Abu Dhabi making key BCCI witnesses and doc
uments available to that community and to this committee. I
regret to report that we are now at the end of July, and we have
been informed by both the Justice Department and the district at
torney of New York that no such cooperation has taken place. Not
a document and not a witness held in Abu Dhabi have been pro
duced to date to U.S. law enforcement officials.
The true role of members of the Abu Dhabi Government and
other key figures from the Middle East remains one of the endur
ing mysteries about BCCI. Today, everyone knows that BCCI was a
criminal empire. But we do not have the answers as to who all of
BCCI's major partners in crime were. The failure to have these an
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swers is in part because BCCI's records are a mess. But it is also
the direct result of obstruction that we have encountered in getting
documents from foreign jurisdictions.
For example, when we sought to obtain documents in London
concerning Abu Nidal's use of BCCI, we were told that they had
been sealed by British intelligence, MI5, and that they would not
be made available to anyone. When we sought documents concern
ing Iranian arms dealer Cyrus Hashemi, a key figure in the Octo
ber Surprise, and other Iranian arms dealers, a British judge ruled
that we could only have them if they gave us permission, despite
the fact that Hashemi and several of the others are dead. When we
asked the Abu Dhabi Government about the conditions in which 18
BCCI officials are being held in Abu Dhabi, their response to us
was essentially it is none of your business.
When we asked Abu Dhabi to explain its alleged losses of $6 bil
lion at BCCI's hands, we were told that the losses consisted of de
posits in capital, without any explanation of how much, where,
how, or by whom. Despite the stonewalling that we have encoun
tered, which included stonewalling by certain U.S. Government
agencies for months and even for years, we have been able to find
answers to some of the key questions, and these will appear in our
final report.
Today, we are going to have testimony which will break new
ground on several key areas pertaining to the BCCI affair. Before I
outline those, I want to make one additional comment on the
stonewalling.
There is a regrettable process in government, including our own,
where things that are either embarrassing or politically damaging
are simply classified. And by classifying, they are kept from the
American people, whose Government this is. We have obviously en
countered that in the POW/MIA process which now hopefully is
being resolved, but I think it is very sad that that is the case.
The special prosecutor with respect to Iran-Contra has come in
for significant criticism for having spent a certain amount of
money over a period of years to pursue his mission, and people
have complained, asking publicly, people in government, why is he
taking so long and why is he spending this money? The simple
answer is that much of that case has been caught up in the classifi
cation process, and in fact, whole counts of indictments were
thrown out solely because certain documents which had already
been printed publicly in the newspapers were prohibited from
being declassified and made available to the prosecutor for use in
the courtroom for purposes of evidence, and therefore lacking the
evidence, which was hearsay by virtue of its print in public news
papers, but lacking the actual documents which remained classi
fied, literally whole parts of that story were wiped away.
Something is wrong when that happens in a country like ours
which can applaud and encourage a Boris Yeltsin to come clean,
which can talk about open government to other people, and then
sits on its own secrets. And with BCCI, as Bob Morgenthau said
yesterday, probably only 50 percent of this iceberg is now above
water. Much of the story remains untold.
Today, as I said, we will break new ground on yet one other part
of this story. Today's hearing will focus largely on the role played
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by Capcom, a commodities brokerage firm based in London, Cairo,
and Chicago, whose directors included several key BCCI front men
as well as some prominent executives from the U.S. cable television
industry. We will hear what commodities regulators found out, in
investigating Capcom's activities, and we will hear about Capcom's
relationship to BCCI and discussions between Capcom and BCCI of
ficials and telecommunications officials concerning investments in
the United States by BCCI, its officers, and shareholders.
Addressing these issues will be representatives from the Com
modities Futures Trading Corp., CFTC, the Chicago Board of Trade,
and the Chicago Mercantile Exchange. Mr. Larry Romrell, an exec
utive at the U.S. cable firm TCI, who was on the board of directors
of Capcom, has voluntarily provided this subcommittee with nu
merous documents pertaining to Capcom's activities in the U.S.
which refer to loans from BCCI to TCI executives and possible in
vestments by BCCI and several of its officers and shareholders in
U.S. telecommunications stock.
Mr. Romrell has cooperated with the subcommittee in several
important ways, but he has declined to testify regarding these mat
ters. The documents suggest that Mr. Romrell and Mr. Magness,
the chairman of TCI and also a director of Capcom, acted as nomi
nees for Capcom. Moreover, the documents suggest that Mr. Rom
rell and Mr. Magness may have had nonrecourse loans similar to
the type the BCCI provided other nominee shareholders.
The subcommittee has also subpoenaed Mr. Kerry Fox, the presi
dent of American Telecommunications, Inc., and a business partner
of Mr. Romrell's, to testify. Mr. Fox served as the director for an
investment fund that channeled money to Capcom. Mr. Z.A. Akbar
served on the board of Mr. Fox's company, ATC, and Capcom has
provided substantial financing to ATC. Mr. Fox is currently negoti
ating for immunity with the U.S. Attorney in Denver, and in re
sponse to our request to testify here has asserted his Fifth Amend
ment privilege in writing. Rather than go through the histrionics
of bringing him here and doing it

,

since we are not in a position at
this point to be thinking about the grant of immunity and there is

no need to establish a record with respect to the fifth amendment,

I decided not to proceed with that but merely to enter into the
record his proffer with respect to fifth amendment privilege, and
we will do so at the appropriate time.
While the subcommittee cannot provide a complete answer about
the activities of Capcom and BCCI in connection with the U.S.
cable and telecommunications industries, the documents which we
will release today raise the question of whether BCCI officials or
shareholders, specifically two former key Saudi intelligence offi
cials, sought to establish a foothold in the U.S. cable industry in
the mid-1980's.
Second, we will hear from two Federal prisoners, who are former
BCCI officials, Mr. Akbar Bilgrami and Amjad Awan. Both wit
nesses were convicted of money laundering as a result of the Cus
toms sting operation of BCCI in Tampa, which was concluded in
October of 1988. Mr. Bilgrami will testify, among other matters,
about his experience in handling the funds of Abu Dhabi's private
department at the time that BCCI was secretly purchasing First
American Bank through nominees. Mr. Bilgrami has told the sub
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committee that he personally reviewed documents pertaining to
the Abu Dhabi shareholders of First American describing how
BCCI would loan money to the Abu Dhabi shareholders of CCAH,
First American's holding company, with buy-back agreements so
that BCCI would be able to control the exercise of Abu Dhabi's
stock.
This has never before been released publicly or stated publicly. It
is obviously a significant statement with respect to the relationship
of BCCI and the Government of Abu Dhabi. His account suggests
that Abu Dhabi shareholders, like the other Middle Eastern share
holders in First American, were nominees for BCCI from the begin
ning and that like the other shareholders, they participated in de
ceiving U.S. regulators to assist BCCI in secretly purchasing First
American.
Mr. Bilgrami's account provides one possible explanation for Abu
Dhabi's refusal to date to permit anyone full access to BCCI's docu
ments and access to 18 BCCI top officials currently held in Abu
Dhabi. Mr. Bilgrami's testimony will also provide further detail on
bribes paid by BCCI to officials in other countries, on BCCI's use of
nominees generally, and of BCCI's relationship to Capcom.
Our final witness, Mr. Amjad Awan, has become somewhat noto
rious as General Manuel Noriega's personal banker. He has previ
ously testified about Noriega's relationship in the trial in Miami.
Today, he will testify about his experiences at BCCI relating to
Noriega and also about his knowledge of Capcom. And finally, he
will address in some detail the question of interference with this
committee and the question of how certain documents were treated
at the time that this committee issued its subpoenas.
There are obviously a great many issues that remain outstand
ing, some of which we are going to continue to investigate, and
others that we are really going to only be able to raise questions
about in our final report. Very quickly, among these issues: The cu
rious case of Mohammed Hammoud. The subcommittee has made
inquiries to the Central Intelligence Agency about Mr. Hammoud,
and we have received a classified response. It is a response which is
at odds with information provided to the subcommittee by a Senate
staffer, not a staffer, I might add, on this subcommittee.
This Senate staffer reportedly maintained contact with Mr. Ham
moud for over a decade, and he claims that there are at least two
CIA cables discussing those meetings. That same Senate staffer is
identified in a Patton, Boggs & Blow memorandum as having had
his expenses paid, "to travel over and advise BCCI on how to
handle the Senate investigation." The Senate staffer has resisted
attempts by the subcommittee to interview him, and we will there
fore issue a subpoena for his testimony.
We also continue to piece together the story behind a Holland
and Knight memo referring to a source who alleged that Mr.
Altman and Mr. Banoun, at that time lawyers, were going to call
in political markers with respect to the Senate efforts. The subcom
mittee has discovered who that source is and we have some ques
tions about his explanations.
In closing, I want to express my personal concern, again, about
one of the larger underlying issues that has been brought out by
BCCI, and that is a problem for the U.S. Government in protecting
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United States national interests in cases in which foreign financial
interests, foreign officials, or foreign intelligence agents decide to
invest in U.S. businesses. There are special problems of oversight
that are raised by foreign investment, and there are particularly
very special problems of law enforcement and regulatory capacity
raised by the new financial world in which we live.
Wire transfers, instant movement of money, the plethora of card
board cutouts and shell corporations enhanced by certain commu
nities on this planet that insist on secrecy and that aid and abet
the movement of that kind of money all work contrary to the inter
ests of law-abiding, civilized nations seeking to adhere to some
standard of international financial behavior. And it is extremely
difficult for our banking interests, for our financial interests to op
erate in a world where we have one set of rules, and in many of
these countries, under-the-table payoffs, kickbacks, bribery, clan
destine efforts, and so forth, are the rule of the day, undercutting
competitive capacity.
I think this is a major issue. If you are going to talk about a level
playing field in trade and a lot of other efforts, if you are going to
talk about enforcing the law and living by the standards of the
Basel Convention in international banking, you have got to begin
to think about this flow of money internationally. Capital flight,
whether to evade taxes or to evade other regulatory processes,
works contrary to all of our notions of a rule of behavior, and it
also disadvantages us economically.
So I think the financial community and those responsible for this
kind of regulation have really got to put their creative caps on and
begin to deal with the issue of how we measure whether people are
living up to the international standards that have been adopted, at
least in banking, if not in other aspects of financial transactions.
Now that is a longer opening than I wanted, but I did want to
cover a number of different areas of concern, given the position
that this investigation now finds itself in. I know Senator Brown is
going to be here before long, but let us proceed now to the first
panel of witnesses.
And I am delighted to welcome Dr. Wendy Gramm, the chairper
son of the Commodity Futures Trading Commission, accompanied
by Andrea Corcoran, who is the director of trading and markets,
Commodity Futures Trading Commission; Mr. Scott Early, the gen
eral counsel of the Chicago Board of Trade, and Mr. Gerald Beyer,
the executive vice president of the Chicago Mercantile Exchange.
I thank you all for your patience in sitting through my opening,
and thank you for being here. What I would like to ask, if you
could, is perhaps submit the full statements for the record and
summarize, if possible, your openings so that we can proceed to
questions as rapidly as possible. And we will begin with you, Dr.
Gramm.
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STATEMENT OF WENDY L. GRAMM, CHAIRMAN, COMMODITY FU
TURES TRADING COMMISSION; ACCOMPANIED BY ANDREA
CORCORAN, DIRECTOR OF TRADING AND MARKETS, COMMODI
TY FUTURES TRADING COMMISSION
Dr. Gramm. Thank you very much, Mr. Chairman. I am pleased
to be here today to describe for the subcommittee the Commodity
Futures Trading Commission's oversight activities involving
Capcom Futures, Inc. Accompanying me is Andrea Corcoran, direc
tor of our division of trading and markets.
By way of background, let me briefly describe the structure of
Capcom and the entities as we see them. Now let me clarify that
there were two Capcom entities. Capcom Financial Services, Limit
ed I will refer to as Capcom U.K. It is a company that was incorpo
rated in the U.K. in 1984, and that was the one that was indicted
in October of 1988. Capcom Futures, Incorporated, a Commission
registrant, I will refer to as Capcom U.S. That was incorporated in
the United States in Illinois in 1985.
Capcom U.K. and Capcom U.S. were intertwined. Both compa
nies had common directors and shareholders. Capcom U.K. owned
82 percent of Capcom U.S. from May 1985 until June 30, 1987.
During the course of our inquiry, we found certain principals of
Capcom U.S., specifically S.Z.A. Akbar, Sushma Puri, and Moham
mad Saghir, had previously worked at BCCI. In addition, one ac
count executive, Pankaj Patel, was also a former employee of BCCI.
Based on our information, there was no evidence of any financ
ing of Capcom U.S., either directly or indirectly, by BCCI. In addi
tion to this, some Capcom customers also may have had connec
tions with BCCI.
As you recall, after the announcement in October of 1988 of the
indictments of Capcom U.K. for money laundering and drug traf
ficking, the futures market activities of the affiliated firm, Capcom
U.S., became of great concern to us. Capcom U.S., the registrant
and futures commission merchant, or brokerage house, was at that
time handling futures trading business for the indicted U.K. affili
ate.
Commission staff immediately commenced an inquiry to deter
mine if there was any potential wrongdoing by Capcom U.S. and
coordinated our efforts with those of the U.S. futures self-regula
tory organizations and the U.K., as well as U.S. enforcement and
regulatory authorities. This inquiry contributed to the removal of
Capcom U.S. from the U.S. futures market. In addition, all of the
information developed by the commission through these activities
was made available to the prosecutors in charge of the criminal
case pending in Tampa.
As a result of these efforts, and especially our efforts and the ac
tions of our regulatees, mainly the Chicago exchanges and the Na
tional Futures Association, by the time of the BCCI collapse last
summer Capcom U.S. had been out of the U.S. futures markets for
a year, and the criminal authorities had been granted access to all
of our files.
Commission staff began a full-scale audit of Capcom U.S. with
the objective of looking for potential evidence of suspicious trading
activities that could warrant further action under the Commodity
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Exchange Act. We commenced that investigation immediately upon
hearing of the indictment of Capcom U.K.
We were also interested in examining the Capcom U.S. records to
identify potential evidence that might suggest money laundering.
Although money laundering is not a violation of the Commodity
Exchange Act, the commission staff wanted to be sure all relevant
information was available to the authorities who could best use it.
In addition, some of our work was begun at the specific request
of U.K. regulatory authorities who asked us to investigate certain
transactions. As our testimony describes, the Commission staffs
audit did examine, among other things, financial transactions and
certain accounts related to S.Z.A. Akbar, a principal of Capcom
U.K. who was indicted along with Capcom U.K.—the firm.
We shared audit results and information we received from other
authorities with relevant futures SRO's, and by that we mean the
exchanges and the National Futures Association. During the course
of our inquiry we encouraged the SRO's to take action against the
Capcom entities under their own rules. SRO's have an affirmative
obligation under the Commodity Exchange Act to monitor their
markets for violations of the Commodity Exchange Act. In addi
tion, as membership organizations they have far greater flexibility
to act to discipline their member firms.
With the benefit of the information we developed, as well as in
formation from their own investigations, each of Capcom's SRO's
identified violations of their rules and took remedial action. The
Chicago Mercantile Exchange, CME, immediately restricted the
trading activities of Akbar and subsequently made specific findings
in October of 1989 that Capcom U.S. had violated the CME rules,
including accepting new trades in an undermargined account and
improperly transferring positions between accounts. Capcom U.S.
paid a fine of $500,000 and agreed to withdraw as a CME clearing
member.
Early in 1989 the Chicago Board of Trade, the only U.S. ex
change for which Capcom U.K. was a member, suspended Capcom
U.K. indefinitely and Capcom U.K. was subsequently expelled on
August 24, 1989. Also on June 30, 1989, they allowed Capcom U.S.
to withdraw from CBT membership. In accepting the Capcom U.K.
settlement, the Board of Trade determined that it had reason to be
lieve that Capcom U.K. had entered into reckless and unbusiness
like dealings, was unable to demonstrate capital compliance, and
engaged in fraud and dishonorable conduct in its dealings with the
exchanges, among other things.
In October of 1990 the NFA, the National Futures Association,
found Capcom U.S. to have violated NFA rules by making misrep
resentations to a customer and making unauthorized trades, failing
to collect proper margin from a customer, and failing to supervise
employees and agents. As a consequence, NFA ordered Capcom
U.S. to relinquish its FCM registration and NFA membership and
never to reapply, and to dissolve its corporate status at the earliest
date possible.
Capcom complied. Since NFA membership is necessary for a fu
tures commission merchant, an FCM, to engage in customer busi
ness, this action precluded Capcom from continuing its business or
from reentering it in the future.
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As you know, we have assisted this subcommittee, the full Senate
Committee on Foreign Relations, as well as the House Committee
on Banking Finance and Urban Affairs and their investigations of
the operations of the Capcom entities. In addition, we have also
shared information with the criminal investigation section of the
Internal Revenue Service, the Federal Bureau of Investigation, the
GAO Office of Special Investigations, and U.S. Customs, as well as
the Securities and Investments Board and the Serious Fraud Office
in the U.K. We continue to cooperate with all of these authorities,
as well as with the U.S. Attorneys Office in Tampa.
That concludes my summary review of the Commission's activi
ties regarding the Capcom entities. Our written testimony address
es each of the matters that you raised in your letter of July 3, and
I am pleased to respond to any questions you may have.
[The prepared statement of Dr. Gramm follows:]

Prepared Statement Wendy L. Gramm

Thank you, Mr. Chairman. We are pleased to be here today to review the Com
missions oversight activities with respect to Capcom Futures Inc. (Capcom U.S.), in
connection with your review of the Bank of Credit and Commerce International
(BCCI) collapse. In this testimony, we will recount the actions taken by the Commis
sion and the futures industry self-regulatory organizations (SROs], that is, the ex
changes and National Futures Association (NFA), which led to the removal of
Capcom U.S. and Capcom U.K. from the U.S. futures markets.
As you know, a 16-count federal grand jury indictment was filed on October 10,
1988, charging Capcom Financial Services, Ltd. (Capcom U.K.), S.Z.A. Akbar (who
was a principal of both Capcom U.K. and Capcom U.S.), BCCI and eleven other indi
viduals or entities with several offenses, including laundering the proceeds of illegal
drug transactions. That same day, similar charges were filed against Capcom U.K.
and S.Z.A. Akbar by authorities in the United Kingdom.
After the announcement of the indictments of Capcom U.K., the futures market
activities of Capcom U.S., an affiliated firm, became of significant concern to us.
Capcom U.S. was registered with the Commission as a futures commission mer
chant, or brokerage house, and was handling futures trading business for the indict
ed U.K. affiliate. Commission staff immediately commenced an extensive inquiry to
determine if there was any potential wrongdoing by Capcom U.S. and coordinated
its efforts with those of the U.S. futures self-regulatory organizations and U.K. en
forcement, regulatory and self-regulatory authorities. The Commission inquiry con
tributed to the removal of Capcom U.S. from the U.S. futures markets. In addition,
beginning in the fall of 1988, Commission staff began cooperating with the U.S. At
torney's Office in charge of the criminal case pending in Tampa including a grant of
access to Commission files. As a result of these efforts, by the time of BCCI's col
lapse last summer, Capcom U.S. had been out of the futures market for a year, and
the criminal authorities had been granted access to our files.
Capcom U.S., a CFTC registrant, was a member of two U.S. exchanges between
1985 and 1989. Capcom U.K. was a member of one U.S. exchange but was never reg
istered with the CFTC, and to our knowledge, never carried U.S. customer positions.
We wish to emphasize that Capcom U.S. was not indicted at the time of the initial
indictment of Capcom U.K. nor was it indicted at the time that subsequent charges
against Capcom U.K. were lodged in 1991.
Most of the information shared in our review of the Capcom entities was and is
confidential information explicitly protected from public disclosure under the Com
modity Exchange Act (Act) and foreign law or under international information shar
ing agreements. In particular, all U.K. source information was provided under a
Memorandum of Understanding dated September 23, 1986 among the CFTC, the
SEC and the U.K. Department of Trade and Industry (U.S.-U.K. MOU) which re
stricts the use of information provided thereunder. Such information is separately
protected from public disclosure under the U.K. Financial Services Act 1986. The
ability to keep such information confidential is essential to our continuing ability to
receive enforcement information from foreign authorities.
This testimony is provided pursuant to a request from Congress pertaining to a
Congressional investigation. Most of the information contained herein has been pre
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viously provided to this subcommittee. We have also discussed this testimony with
U.K. authorities.
You have asked us a number of specific questions about the purpose and results of
our inquiry into the propriety of Capcom U.S. and Capcom U.K. s activities in the
regulated futures markets. Our answers follow.

STRUCTURE OF CAPCOM ENTITIES

The structures of Capcom U.K. and Capcom U.S. were intertwined, in that the
two companies had common directors and shareholders. Capcom U.K. owned 82 per
cent of Capcom U.S. from the latter's inception in May 1985 until June 30, 1987. At
that time, Capcom U.K. sold 95 percent of its interest (a 78 percent shareholding) in
Capcom U.S. to certain individuals. The company represented that this action was
taken to avoid application of a Chicago Board of Trade Clearing Corporation rule
which would have required personal guarantees of Capcom U.S.'s trading activity by
Capcom U.K.'s shareholders who did not wish to provide such guarantees. However,
the purchases of the new shareholders' interests in Capcom U.S. were not paid for
until at least January 1989 and may have been financed by Capcom U.K. Further,
Commission documents also indicate that Capcom U.K. provided other direct financ
ing to the firm, thereby effectively retaining a comparable interest to its former in
terest in the firm.
Following the sale, S.Z.A. Akbar became the owner of 37 percent of Capcom U.S.
(which included his beneficial ownership in Zask Investments and Trading Ltd.). In
1988, S.Z.A. Akbar, Robert Powell, Larry Romrell, Robert Magness and Ajay Puri,
the five new shareholders of Capcom U.S., were also shareholders in Capcom U.K.
Mohammad Saghir, an original shareholder of Capcom U.S. who remained so after
the 1987 transactions, was also a Capcom U.K. shareholder.

OPERATIONS OF CAPCOM ENTITIES

Capcom U.S. apparently was established to handle Capcom U.K.'s futures busi
ness on U.S. exchanges. Capcom U.S. was registered as a futures commission mer
chant in March 1986 and operated as a futures commission merchant (that is, a
company licensed to carry customer positions) until September 6, 1990, when it
transferred all 58 of its accounts with credit balances to other futures commission
merchants—Brody White and Company, Inc., Refco Inc., Swiss Financial Services,
Inc., and First Commercial Financial Group, Inc.—in response to an action by the
NFA. Capcom U.S. was also a member of the Chicago Board of Trade (CBT), the
Chicago Mercantile Exchange (CME), and the NFA.
During the 5-year period in which the firm traded in the U.S. markets, Capcom
U.S. carried as many as 200 accounts. In October 1988 it carried 110 accounts of
which a few were controlled by S.Z.A. Akbar. Approximately twenty of the Capcom
U.S. accounts were in the name of apparent Middle Eastern owners; only two of
these had Saudi addresses and most had U.S. addresses. Capcom U.S.'s reported cus
tomer equities were on average $22.84 million, reaching a maximum of $72 million
as of March 31, 1989. Capcom U.S.'s trading volume for 1989 was approximately
600,000 contracts.
Capcom U.K.'s annual report for the year ending October 1987 states its purpose
as that of providing international financial services in futures and options, money
market instruments, debt, and foreign exchange. Capcom U.K. also engaged in
"spot" gold transactions. A 1988 audit report indicated that approximately 70 per
cent of Capcom U.K.'s trading was in the spot foreign exchange (forex) and bullion
markets. Capcom U.K. was a member of the Chicago Board of Trade.
In addition to Capcom U.S. and Capcom Equities, Inc., a U.S. securities broker-
dealer which never conducted any business, Capcom U.K. also had five wholly-
owned subsidiary companies, none of which was domiciled in the U.S.
At no time, based on our large trader reports, did Capcom U.S. (or Capcom U.K.)
carry positions that were especially large relative to the market or that could poten
tially cause concern from a market integrity perspective.

SAUDI SHAREHOLDERS

To our knowledge, at no time between 1985 and 1990 did Capcom U.S. have any
Saudi shareholders, nor do we have any information that Sheikh Khalil or Sheikh
Adham played any role in the affairs of Capcom U.S. or were direct customers of
that entity. Information from the U.K., however, indicates that Capcom U.K. had
the following stockholders: Sheikh Abdul Raouf Hasan Khalil; Sheikh Kil Adham;
E.E. el Jawharye; and Sheikh Hattan Rashad Pharaon. At the time of the indict
ment in October 1988, these shareholders owned in the aggregate 20 percent of
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Capcom U.K.'s stock. In February of 1988, several months prior to the indictment of
Capcom U.K., Sheikh Khalil purportedly sold his entire 33 percent shareholding to
S.Z.A. Akbar for 4 million pounds. According to U.K. authorities, the share register
for Capcom was not changed to reflect the sale. At the time Sheikh Khalil allegedly
owed the General Securities Corporation, (GESS) Account at Capcom U.K. 4.25 mil
lion pounds which was apparently forgiven. Sheikh Adham owned 12 percent of
Capcom U.K.'s stock from February 1988 to February 1989. Sheikh Adham had an
interest with approximately 14 other Middle Eastern customers, some also with the
name Adham, in accounts titled Fund and Fund 2 at Capcom U.K. transactions in
the Fund accounts were entered on the books of the U.K. firm which had omnibus
accounts with nine U.S.-based clearing firms including Capcom U.S.

ROBERT MAGNESS AND LARRY ROMRELL

To our knowledge, Robert Magness, Larry Romrell and Robert E. Powell were the
only U.S. investors with interests in both Capcom U.K. and Capcom U.S. Robert
Magness was a 4 percent shareholder in the U.S. firm, and a shareholder and direc
tor of the U.K. firm; Magness resigned his directorship in the U.K. firm in October
1988 at the time of the announcement of its indictment. In April 1989, Magness ap
parently still owed money to Capcom U.K. for his purchase of Capcom U.S. stock in
1987.

Larry Romrell was a shareholder and chairman of both firms. He became chair
man of Capcom U.K. beginning on June 6, 1984 and chairman of Capcom U.S. be
ginning on June 11, 1985. He resigned both positions on October 21, 1988, and with
drew as a principal in July 1990. Mr. Romrell purchased a 16 percent interest in
Capcom U.S. in 1987 for $400,000. As of April 1989, he apparently had not yet
repaid Capcom U.K. for financing this purchase. Examination of the books and
records of Capcom U.S. indicates that none of the U.S. shareholders played a signifi
cant managerial or operational role in the affairs of this company which was man
aged from inception in June 1985 until discontinuance of operations by Mohammad
Saghir, its president. Based on our registration records it appears that Romrell was
the chairman of the U.K. company between June 6, 1984 and October 21, 1988. In
February of 1988, S.Z.A. Akbar instructed that a cash disbursement of $100,000 be
made from the IXORA account described below to Mr. Romrell's bank in Denver.

KERRY FOX

Similarly, although our records evidence no connection between Capcom U.S. And
Kerry Fox, S.Z.A. Akbar mailed a check for $6,000 from the IXORA account to Mr.
Fox on December 18, 1987.

THE TWOY 1 AND 2 ACCOUNTS

In 1989, the Commission staff reviewed, at the request of U.K. authorities, trans
actions in S&P 500 contracts on the CME which resulted in approximately $31 mil
lion in losses not including interest in two U.K. accounts (TWOY 1 and 2) allegedly
belonging to S.Z.A. Akbar's brother. The losses were carried for almost a year on
the books of Capcom U.K. The TWOY accounts were traded in the U.S. through
Capcom U.K.'s omnibus account and were properly margined at the Chicago Mer
cantile Exchange. The losses were apparently repaid in part through accounts of a
third party held at various BCCI entities. The staff reviewed the trades to determine
whether the transactions were fictitious or actually had been executed and cleared
at the CME. As all account detail was in the U.K. pursuant to the U.S.-U.K. MOU;
the U.K. provided necessary account documentation to permit the Commission to
complete this analysis.
Based on a review of account statements and exchange trade register and clearing
data, the staff found that the trades had been placed on the exchange and cleared
and that the trades had counterparties at numerous other firms. We provided the
results of our analysis to the U.K. authorities.

THE IXORA ACCOUNT

IXORA Investments Ltd. commenced trading on December 23, 1986, last traded on
May 26, 1987 just prior to S.Z.A. Akbar's resignation as a director of Capcom U.S.
and was finally closed on April 28, 1989. The account documents indicated that
S.Z.A. Akbar had a power of attorney to direct trading in this account. In 1987 cer
tain positions were transferred to the IXORA account from other customer accounts
thereby possibly improperly changing beneficial ownership off the exchange floor.
Between November 1987 and October 1988 there were 12 cash receipts and 25 dis
bursements equalling approximately $9 million each in aggregate receipts or dis
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bursements but no trading activity of any kind. That is, cash was paid into and out
of the account but no positions were taken in the market.
At least one transaction in the account was a wire transfer of approximately
$25,000 to an escrow account of Florida National Bank for Financial Consulting Inc.
Transfers in this account were generally effected by Mohammad Saghir, president
of Capcorn U.S., on instructions from Akbar. Mr. Saghir exercised his fifth amend
ment rights with respect to all questions concerning this account when his investi
gative testimony was taken by the CFTC.
Another account at Capcorn U.S. was owned by Mohammed Zaheer, the brother
of Mohammad Saghir. S.Z.A. Akbar apparently had discretionary authority over
the account from the time it was opened on December 31, 1986 until April 21, 1988.
We found that, on October 29 and 30, 1987, it was credited for five separate cash
receipts totalling $4,848,541.89 and debited for two separate cash disbursements to
talling $4,800,000. These receipts and disbursements appear to be out of character
with the usual activity shown in the account which, during the period from Decem
ber 31, 1986 through May 31, 1989, generally had a ledger balance of less than
$150,000.
IXORA was also involved in a complicated $2 million transaction involving Finley
International, Ltd. and Capcorn U.K.

ZASK, GOOD & FUND ACCOUNTS

Although Zask Investments and Trading Ltd. was a 9 percent shareholder of
Capcorn U.S. from its inception in May 1985 until April 28, 1989, according to infor
mation developed in our inquiry no trading accounts for Zask, Good or Fund were
held at Capcorn U.S. We have no information as to the purpose of these accounts at
Capcorn U.K. All information we do have with respect to these accounts was re
ceived from U.K. authorities. In 1988 Capcorn U.S., in four transactions, wired cer
tain money to the Good account at Capcorn U.K. The Fund account was not identi
fied in connection with transactions at Capcorn U.S. However, there were some let
ters relative to a "Trading Fund" found by audit staff in two of Capcom U.S.'s ac
counts as well as two receipts credited to proprietary accounts of Capcom U.S. We
do not know if these transactions are related to the U.K. Fund account.

PRIOR REGULATORY CONCERNS WITH CAPCOM

In 1986, 2 years before the initial indictment of Capcom U.K., Commission surveil
lance staff became aware that Capcom U.K. might be operating as a foreign broker
rather than trading only for its own account. In such event, the firm would be re
quired to identify any customers to the Commission that held reportable positions
and to disclose large trader positions. The firm contended that it was not a foreign
broker, and that under U.K. law, its futures positions on U.S. exchanges were held
in the firm's name as principal to hedge its dealing contracts with customers. This
same issue had arisen with several other U.K. firms trading in the U.S. markets.
After consulting with U.K. regulators, the Commission's Division of Economic Anal
ysis in June 1987 directed the firm to identify its reportable customers. At this
point, U.K. regulators gave no indication that they had any concerns about the in
tegrity of Capcom U.K. Misconduct, if any, occurring in London would not be ob
servable in U.S. markets. Related to this reporting dispute, on July 27, 1987, CBT
accepted an offer of settlement submitted by Capcom U.S. and Capcom U.K. With
out admitting or denying the violations alleged, the firms accepted a finding that
Capcom U.K., in acting as principal instead of agent, and Capcom U.S., in accepting
business for Capcom U.K. as principal instead of agent, may have violated certain
CBT rules and regulations. Also, Capcom U.S. agreed to remit to CBT $124,000 in
overdue exchange service fees effective September 1, 1987. In April 1988, the U.K.
Financial Services Act 1986 went into effect, and imposed duties on firms with re
spect to their customers even though such firms may technically be acting as princi
pals under U.K. law.

RELATIONSHIP TO BCCI

Information developed during the course of our inquiry indicated that certain
principals of Capcom U.S. (S.Z.A. Akbar, Sushma Puri, and Mohammad Saghir) had
previously worked at BCCI. In addition, one account executive, Pankaj Patel, was
also a former employee of BCCI. The U.S. information we reviewed did not evidence
any financing of the U.S. firm directly or indirectly by BCCI.
Information developed in our inquiry with respect to the IXORA account at
Capcom U.S., however, indicated that certain disbursements were made to persons
apparently unrelated to the purported account owners, including Akbar Bilgrami
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who may be the same Akbar Bilgrami identified as the director of the Latin Ameri
can Division of BCCI Overseas Ltd. by the October 1988 indictment. The wire trans
fer address was identical to that of BCCI in Florida.
Any information we received that could have suggested a possible relationship be
tween Capcom U.S. and BCCI (except for that in the indictments, on the registration
records and relative to the IXORA account) was provided by U.K. authorities and
has already been provided to this subcommittee on a confidential basis. In addition
to certain matters discussed above, some Capcom customers also may have had con
nections with BCCI.

CFTC OVERSIGHT ACTIONS

Immediately following the indictment of Capcom U.K., the Commission's staff re
viewed the relationship between Capcom U.K. and Capcom U.S. Based upon that
review and a number of factors, including the close affiliation between the two
firms, staff decided that an audit of Capcom U.S. was warranted. This type of com
pliance review is routinely conducted when information that could suggest potential
violations of the Act comes to the attention of Commission staff. Consequently,
within days of the indictment, the Commission's staff consulted with relevant U.K.
authorities and commenced an audit of cash transfers and other financial transac
tions carried out by Capcom U.S. for the period from November 1985 through June
1989 to attempt to identify suspicious trading activities by Capcom U.K. and S.Z.A.
Akbar that could warrant further action. Although money laundering per se is not a
violation of the Act, the filing of false reports, as well as various trading activities
which might be associated with money laundering, such as wash trades, accommo
dation trades, and fictitious transactions, would constitute violations of the Act.

CFTC COOPERATION WITH CRIMINAL AUTHORITIES

In late 1988, Commission staff began communicating with the U.S. Attorney's
Office of Tampa, which had brought the charges before the grand jury concerning
Capcom U.K. and others in October of 1988. Access to the Commission's files con
cerning Capcom U.S. was granted and information obtained by the Commission
during the course of its review of the trading of Capcom U.S. was provided to the
U.S. Attorney in Tampa. Since the 1988 indictment, the Commission consistently
has indicated its willingness to review any conduct or trading based on information
in the hands of the criminal authorities in support of their enforcement activities.
We also received information from other authorities. Commission staff shared the
confidential information we developed and some which we had received from other
authorities with relevant futures SROs during the course of our inquiry and encour
aged the SROs to consider appropriate action against the Capcom entities under
their rules. Our approach to the SROs was based on their affirmative obligation to
monitor their markets for violations of the Commodity Exchange Act. In addition,
as membership organizations, the exchanges generally have a great deal of latitude
to act to discipline their member firms.

U.S. SELF-REGULATORY ACTIONS AGAINST CAPCOM U.S.

With the benefit of information provided by the CFTC as well as information from
their own investigations, the futures SROs identified violations of their rules and
each took remedial action under its rules against Capcom U.S. The Chicago Mercan
tile Exchange (CME), following an offer of settlement in which Capcom U.S. neither
admitted nor denied violating CME rules, made specific findings on October 10, 1989
that Capcom U.S. had violated CME rules by permitting the misuse of the firm's
facilities, engaging in uncommercial conduct, accepting new trades in an undermar-
gined account, and improperly transferring positions between accounts. These find
ings were based on the failure of Capcom U.S. to provide information concerning
certain cash transactions appearing in accounts carried by Capcom U.S. for IXORA
Investments, Ltd. (which was owned by S.Z.A. Akbar) and Mohammed Zaheer
(brother of Mohammed Saghir, president of Capcom U.S.). Capcom U.S. Agreed to
pay a fine of $500,000 and to withdraw as a CME clearing member effective October
18, 1989. The Chicago Board of Trade (CBT), pursuant to a settlement agreement,
had allowed Capcom U.S. to withdraw from CBT membership on June 30, 1989.
On October 2, 1990, the National Futures Association (NFA) issued a complaint
against Capcom U.S. and one of its associated persons alleging violations of NFA
rules consisting of misrepresentations to and unauthorized trades for a customer,
failure to collect proper margin from a customer and failure to supervise employees
and agents. On October 19, 1990, NFA accepted an offer of settlement from Capcom
U.S. and found Capcom U.S. to have violated NFA rules as alleged. NFA ordered
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Capcom U.S. to request withdrawal of its FCM registration and NFA membership
and never to reapply, and to dissolve its corporate status at the earliest practicable
date. At least one principal of Capcom U.S. also agreed to withdraw from the fu
tures business. As NFA membership is necessary for an FCM to engage in public
futures customer business, this action effectively precluded Capcom U.S. from con
tinuing customer business or from reentering such business in the future.

U.S. AND U.K. SELF-REGULATORY ACTIONS AGAINST CAPCOM U.K.

Actions were also being taken by self-regulatory organizations under their own
rules against Capcom U.K. during this period, both in the U.S. and the U.K. In a
series of orders issued between March 30, 1989 and August 24, 1989, by the CBT,
Capcom U.K. was suspended, precluded from carrying customers orders and, ulti
mately, agreed to be permanently expelled. This action was based on the exchange's
reasonable belief that Capcom U.K. engaged in acts detrimental to the interests and
welfare of the exchange, reckless and unbusinesslike dealing and fraud and dishon
est conduct in its dealings with the exchange and failed to demonstrate compliance
with capital requirements. In June 1989, the U.K. Association of International Bond
Dealers suspended Capcom U.K. from membership, and a committee appointed by
the U.K. Association of Futures Brokers and Dealers (AFBD) found Capcom U.K.,
its controller and its directors to be not "fit and proper" persons. On July 17, 1989,
the AFBD expelled Capcom U.K. from membership and ordered it to pay the equiv
alent of $660,000 in "costs," citing specifically the inability of the firm to establish
the identity of its beneficial owners. On July 25, 1989, Capcom U.K. resigned from
membership in the U.K. Securities Association. As noted above, the Commission had
previously assisted U.K. Authorities in connection with these cases by responding to
inquiries concerning certain selected transactions effected at the U.S. firm. Capcom
U.K. retains its corporate existence.

STATUS

Although Capcom U.S. has effectively been permanently barred from activity as a
U.S. FCM, we are seeking to develop further information with respect to its affili
ates and principals through our cooperation with the criminal authorities. In that
connection, we await the extradition to the United States from France of Akbar,
who should have substantial information about the operations of Capcom.
We note that we have assisted this subcommittee, the full Senate Committee on
Foreign Relations and the House Committee on Banking Finance and Urban Affairs
in their review of the operations of the Capcom entities. We note further that, in
addition to the information shared with relevant futures SROs referred to earlier,
we shared information with the criminal investigation division of the Internal Reve
nue Service, Federal Bureau of Investigation, GAO Office of Special Investigations,
the United States Attorney's Office in Tampa, and U.S. Customs, as well as the Se
curities and Investments Board, Ltd. and the Serious Fraud Office in the U.K.

CFTC RESOURCES

Since October 1988, the Commission has spent 7,184 hours (approximately 3Vfe
staff years) on the Capcom matter.

RELATED INITIATIVES

In closing, I would note that Capcom is but one example reflecting the increasing
ly international character of the futures markets and of firms operating in the fu
tures markets. As you know, effective regulation no longer can stop at the "water's
edge" or focus simply upon the U.S. outpost of an interlinked multinational struc
ture. Recognizing this, during the last 2 years, the Commission has entered into
seven enforcement and financial oversight memoranda of understanding with for
eign regulatory authorities. In addition, over the last year, we have established pro
cedures with 15 foreign regulatory authorities, as well as Interpol, to facilitate en
hanced fitness checks of foreign nationals listed as principals of firms seeking regis
tration under the Act. The Commission also recently adopted amendments to its
registration rules which will facilitate greater scrutiny and a background investiga
tion of the beneficial owners of applicants for registration. In addition, the Commis
sion has requested authority to enhance its international cooperative enforcement
authority and to undertake risk assessment of affiliates of registrants in our pend
ing reauthorization legislation. The Commission also participates in the Justice De
partment Action Task Force Money Laundering Working Group. That concludes my
overview of the Commission's activities regarding the Capcom entities. I would be
pleased to respond to any questions you may have.
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Senator Kerry. Thank you very much, Chairperson Gramm. I
appreciate that and your full testimony will be placed in the record
as if read in full. Mr. Early, do you want to make a statement now?

STATEMENT OF SCOTT EARLY, GENERAL COUNSEL, CHICAGO
BOARD OF TRADE

Mr. Early. Yes, thank you Mr. Chairman. First of all, I would
like to thank you for the opportunity to appear here today. And on
behalf of Chairman O'Connor of the Board of Trade and President
Donovan, express their apologies that they could not be here today.
They had other matters which had previously been scheduled that
were of great importance to the exchange. But I feel that by being
here, having been involved in the disciplinary actions which are of
interest to this committee, that hopefully we can inform the com
mittee as much as they need to, and certainly that is our intention
to do so here today.
In order to understand what happened with Capcom at the Chi
cago Board of Trade, I think it is important to have a little bit of a
background. So if you will indulge me briefly I will try to explain
what the process was by which Capcom became a member and
then why they were ultimately disciplined and expelled.
In so doing, I would like to also answer any specific questions
that the committee may have, as detailed in their letter, and would
be glad to do so. But I should note at the outset that there is a bit
of an irony in that process. And that is, as you will see from the
discussion of the disciplinary actions, the very basis of the discipli
nary actions which resulted in the suspension and then expulsion
of the firms prevents us from giving the kind of detail that this
committee would like to have and we would like to give.
Because the basis of those was that Capcom could not demon
strate to us, as an exchange, that they were keeping their books
and records in the kind of prudent business-like manner which our
rules and regulations require. And because they failed to make
that showing to our committees and to our board of directors, they
were expelled.
We do have a great deal of information, some of which I know
the committee already has, and we will be glad to share that. And
hopefully as we go through this process of seeing what the discipli
nary action was, you will understand what I mean by that.
The Board of Trade, as referenced in Chairman Gramm's testi
mony already, is a self-regulatory organization which means that
we do have the authority to write and enforce our own rules under
the authority of the Commodities Futures Trading Commission, as
well as under Federal law. Part of that process is a membership
admission process which requires that all members be of good char
acter, reputation, and financial responsibility.
Now in order to ensure that financial responsibility and good
character, we investigate members before they are admitted and
we continually monitor members while they are members of the
exchange. We monitor not only their trading practices, but through
the office of investigations and audits and through member com
mittees, we monitor their financial condition, often on a daily basis
when they demonstrate to us that they are having difficultly. And
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as you will see as we talk about the disciplinary structure here,
after they have had disciplinary problems with the exchange we
generally increase that monitoring activity, and that is precisely
what we did here.
A word, if I can, about clearing, because part of the disciplinary
process here centered about Capcom U.S.A.'s status as a clearing
member at the Board of Trade and then subsequently their lack of
status as a clearing member. Clearing is a function in the futures
industry that is unique. It is not just an accounting function for
who traded what with whom and when; it is also a guarantee func
tion of the performance of the contracts which are being traded.
Because that financial guarantee is present on the part of the
clearing corporation, in order to be a clearing member you must
demonstrate superior financial responsibility and organization and
you must maintain that status in order to maintain your clearing
status.
Now that has economic advantages as a member, so if one be
comes a clearing member of the Board of Trade, and at the Board
of Trade that is done through a separate legal entity called the
Board of Trade Clearing Corp., one has some economic advantage
in the community. Trading is cheaper, but you also have greater
responsibility.
And what you will see here is that Capcom became a clearing
member and Capcom failed to demonstrate the continuous kind of
financial responsibility which is required by Clearing Corp. stand
ards. And so the immediate action that was taken was that Cap-
corn's clearing status was removed.
But while that financial guarantee is in place, what happens is
that everybody involved in the exchange shares in the financial re
sponsibility and accountability of any one clearing member. And
that is why the concern among the exchange as an SRO for the fi
nancial integrity of its clearing members is of paramount impor
tance to it.
I mentioned earlier the auditing which the Board of Trade does.
It is done under the supervision of member committees: generally,
people who have a great deal of experience with running member
firms. The auditing itself is done by staff, the office of investiga
tions and audits. It is done on both a periodic and a special basis.
In this case Capcom was subject first to a regular periodic review,
and then, as you will see, to special reviews.
Finally, a background word on some of the contracts that we
trade. Capcom's original stated purpose for being a member at the
Board of Trade was to trade in financial contracts for its proprie
tary account and for those of its customers. And many of those cus
tomer's accounts were given the status of hedge accounts; meaning
that they were professionals in some way hedging interest rate
risk, either as a bank or in many other capacities, chiefly using
Treasury bonds at the Board of Trade, the Treasury bond futures
contract. It was part of the examination for the hedge status of
those trading activities which also led to the investigations which
led to Capcom's expulsion eventually.
Capcom London first became a member firm of the Board of
Trade in October of 1985. In May of the following year, its U.S. sub
sidiary, which I will refer to as Capcom Chicago, became a member
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of the Board of Trade. And very shortly thereafter, Capcom Chica
go became a member of the Clearing Corp. As I stated, their busi
ness purpose in becoming a member of the Board of Trade was to
clear customer and proprietary business, and particularly in the in
terest rate futures contracts which we trade at the Board of Trade.
In January of 1987 our office of investigations began a review of
Capcom Chicago and Capcom London, the purpose of which was to
determine the nature of their business and review the firms' trades
to verify their classification as hedge positions. As a result of the
OIA review, there were numerous serious violations of exchange
requirement which were found.
As a consequence, the business conduct committee, which is the
committee at the exchange in the first instance responsible for
review and oversight of financial matters, charged that Capcom
violated a number of exchange rules and regulations. I would like
to focus briefly on one of those, because I think it bears on this
committee's investigations.
And that is that one of the violations was that Capcom London
was acting as a principal rather than an agent in transactions en
tered into on behalf of its customers. Now in essence what that
means, if I can put it in the simplest terms, is that Capcom London
was selling to its customers out of its inventory of positions of con
tracts traded at the board of trade.
That is a practice which is common in many markets. It is
common in over-the-counter markets; it is common in many foreign
markets. It is illegal in the United States futures markets and it is
an express violation of Board of Trade rules. What we require is
that what the customer gets is the trade that was transacted in the
public auction market on the floor of the exchange and nothing
else.
And so that was the focal point—trading practices, if you
would—in this first investigation. I point that out because I know
this committee has heard prior testimony concerning some trading
practices of the firm which were alleged to have been done in order
to facilitate money laundering. I would stress that we had no direct
evidence of money laundering on behalf of Capcom, but if you are
looking for a trading practice which may have facilitated that, I do
not believe that wash sales, which are what the prior testimony
concerned, would be a focal point for that, because I do not believe
that that would necessarily achieve it.
But a trading practice such as this; that is, having one of the en
tities engage in futures transactions, put them in the proprietary
account of an affiliated firm, and then redistribute those to custom-

further cloud what you have already encountered as the disarray
of records, which is typical of Capcom and BCCI.
The business conduct committee entered into a settlement with
Capcom regarding that investigation, which required them to cease
and desist from those specific rule violations. They also paid
$124,000. And immediately thereafter, it required them to submit a
specific statement of the actions which they were taking, in order
to assure the committee that they were in full compliance with all
rules and regulations of the exchange, and what procedures they
had established to prevent further violations.

ers at perhaps differently agreed be a means to
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Those responses were received from the firm in the fall of 1987,
and the committee accepted those responses but instructed OIA to
commence a followup review of Capcom, which they did in Febru
ary of 1988. That followup review, to the best of our knowledge,
showed us that Capcom was, at that point in time, in compliance
with our rules and regulations with respect to its trading practices
and its financial activities.
However, in October of 1988 we, as the commission has already
testified, learned of an indictment in Tampa, Florida regarding
Capcom London and BCCI. As a result of that knowledge and the
immediate contact which we had with U.S. enforcement authorities
and authorities in London, we intensified our reviews of Capcom —
both firms, Capcom London and Capcom United States.
We shared all that information with the Board of Trade Clearing
Corp., and as a result of that in October of 1988 Capcom's clearing
privileges at the Chicago Board of Trade were terminated and all
their positions were cleared by another exchange member clearing
firm. And this withdrawal from clearing status was finalized in
June of 1989 when their clearing stock was redeemed.
I think it is important to note that because, as I said earlier,
clearing status is a very important status in the futures industry.
And to revoke clearing status is a serious sanction and one which
was, I think, regarded as such both by the exchange and by the in
dustry.
We continued with investigations through the month of October
in 1988, coordinating closely with the CFTC, the Association of Fu
tures Brokers and Dealers in London, the International Commod
ities Clearing House in London, and various governmental authori
ties. I have to stress to the subcommittee that based on those com
munications, and perhaps it is not surprising, we had no direct
knowledge of any money laundering or any other illegal activity,
except those specifically cited in the disciplinary charges which we
made against the firms.
But what was apparent by this time was that Capcom's books
and records were not being kept in a manner that was consistent
with our rules, and they were fundamentally unreliable so that
even the information which we were receiving from Capcom was
greeted—I think with skepticism is the only way I can characterize
it—by our committee and by our board of directors.
The investigations continued and resulted in charges which we
have specified in the written submission before this committee and
I will not go into at length now. The final result was that the busi
ness conduct committee recommended to the board of directors
that Capcom London be expelled, which they were. Capcom Chica
go continued under close scrutiny and finally withdrew from mem
bership by settlement from the firm with the agreement that they
would never reapply.
The basis of those final charges was that Capcom failed to main
tain accurate books and records, was unable to demonstrate to the
exchange's satisfaction that it was able to meet or to exceed the
minimal capital requirements, failed to maintain accurate account
documentation, and at least one instance affirmatively mislead the
exchange with respect to ownership of Capcom and Capcom
London.



19

We have detailed in our written submission responses to the
committee's specific questions, and to the extent that we have that
knowledge would be glad to respond to any specific questions here.
But what I believe that the history of Capcom's involvement with
the exchange demonstrates is that we did not know about this web
of illegality which this committee and others have uncovered. We
were not aware of that; we did not have an specific evidence of
that.
What we did know is that we had admitted member firms who
were unwilling to adhere to our rules and regulations, and to the
strict financial requirements which we impose upon members. And
what we did was to sanction them by ultimately expelling them
and removing their clearing status.
I know this committee has a difficult task to try and pierce the
web of illegality which surrounds BCCI and make some positive
recommendations and findings. We will be glad to do whatever we
can, both here today and subsequently with staff, to facilitate that
difficult goal.
[The prepared statement of Mr. Early follows:]

Prepared Statement of Scott E. Early

Mr. Chairman: On behalf of the Board of Trade of the City of Chicago, I thank
you for the opportunity to appear here today. I must begin by expressing the regrets
and apologies of Chairman O'Connor and President Donovan who wished to be here
today to testify regarding this critical inquiry; however, previously scheduled mat
ters important to the Exchange demanded their presence. Nevertheless, because the
Exchange's involvement in your inquiry into the Capcom firms and their relation to
the Bank of Credit and Commerce International ("BCCI") centers on disciplinary ac
tions taken by the Exchange which resulted in the expulsion of Capcom, perhaps it
is fitting that the counsel personally involved in that process be present to address
your questions.
We understand from the subcommittee's letter requesting our testimony that
there are specific questions upon which the subcommittee wishes to focus; we ad
dress those specifics, as best we can. I believe it is useful and necessary to give the
subcommittee some background regarding the Exchange, its self-regulatory process
es and how Capcom's membership and ultimate expulsion fits into that structure.
By this means, I believe we can most expeditiously and fully answer the subcommit
tee's specific inquiries.
It should be noted at the outset that there exists an inherent irony in our appear
ance before you today: that is, the essential basis for Capcom's expulsion from the
Board of Trade is what will prevent us from giving this subcommittee some of the
specific evidence it seeks.
Capcom was expelled essentially for failure to satisfy the Exchange that it was
maintaining its books and records in conformity with the high standards of finan
cial and trading integrity which we demand of all members. Thus, rather than
having direct evidence of any specific fraud, money laundering or other illegal activ
ity, the Board of Trade expelled Capcom for not being able to satisfy our governing
committees and Directors that it was conducting its activities in a sound, prudent
manner in conformity with Exchange requirements. This subcommittee will see that
the very disarray of Capcom's records which led to its expulsion now prevents us in
many cases from identifying specific customer account ownership and transactions
and, indeed, from identifying the true ownership of the accounts and, ultimately, of
the firms themselves.
Nevertheless, we will supply this subcommittee with whatever information we
can regarding Capcom just as previously we have cooperated fully with the investi
gations of the Federal Bureau of Investigation, the Commodity Futures Trading
Commission and other governmental agencies, both domestic and foreign. We will
work with the subcommittee's staff to supply whatever information regarding
Capcom we are able subject to existing confidentiality restrictions in the hope that
this subcommittee's inquiry can and will lead to the prevention of any recurrence of
a BCCI-like tragedy.
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THE EXCHANGE

The Board of Trade of the City of Chicago is the world's oldest and largest futures
exchange. Founded in 1848, the Exchange currently is designated by the Commodity
Futures Trading Commission ("CFTC") as a contract market for five of the nation's
top ten contracts (by mid-1992 volume) including United States Treasury Bond Fu
tures and Options on U.S. Treasury Bond Futures. In 1991, the Exchange traded
nearly 140 million contracts, 30 million more contracts than that of the next largest
domestic futures exchange, the Chicago Mercantile Exchange.
The Exchange is a self-regulatory organization ("SRO") which means it does more
than simply write and enforce its own rules and regulations. The Exchange devotes
significant resources to insure member integrity, first at admission and continuous
ly while a person or firm remains a member.
All members are required by Rule to be "* * * Of good character, reputation, fi
nancial responsibility and credit * * *" (emphasis added), as determined in the first
instance by the Membership Committee and approved by the Board of Directors.
Applicants are required to submit extensive background information which is sub
ject to independent, professional verification.
Member firm integrity is insured not only by these admission requirements and
the auditing and financial surveillance of member firms (which I will explain in a
moment), but also by the financial structure of Exchange membership participation
in the clearing system. Futures exchanges are unique among the woild's financial
markets in that every trade when accepted for clearing on a daily basis becomes
guaranteed regarding its performance. At the Board of Trade, the baring function is
performed by the Board of Trade Clearing Corporation (the "Clearing Corporation"),
an independent corporation whose shareholders are approximately 130 Exchange
members and member firms possessed of sufficient capital and integrity to meet the
Clearing Corporation's high financial standards. All Exchange trades must be
cleared by the Clearing Corporation or through the accounts of a Clearing Corpora
tion member firm. Once cleared, the financial guarantee of the Clearing Corpora
tion eliminates the counterparty risk of failure present in other financial markets,
especially over-the-counter, unregulated markets.
The critical consequence of this process is that the financial liability for all trades
ultimately rests with the clearing members. Thus, clearing firms exert financial dis
cipline over all customers trading through their accounts, member or non-member,
just as the Clearing Corporation imposes that discipline upon all clearing members
themselves, principally by daily mark-to-market margin or performance bond pay
ments.
Additionally, the Board of Trade due to contract default since the inception of the
Clearing Corporation in 1925. Because of this shared financial accountability, the
Exchange regards member financial integrity as a prerequisite for membership in
good standing. As detailed herein, Capcom failed to demonstrate this requisite integ
rity after admission and was expelled for that failure.
While strict member admission standards and financial accountability form the
foundation of market integrity, vigorous oversight, surveillance and enforcement
are also of paramount importance. As a membership sell-regulatory organization,
the Board of Trade monitors compliance with fair and equitable trade practices
principally through the Floor Governors Committee, the Business Conduct Commit
tee, the Financial Compliance Committee and the Board of Directors.
Additionally, the Board of Trade continually monitors member and member firm
compliance with its rules and regulations, as well as those of the industry, through
its Office of Investigations and Audits ("OIA"). As part of its surveillance efforts,
the OIA is constantly in contact with other Exchanges, the National Futures Asso
ciation, the CFTC and other regulators to exchange relevant information.
The OIA's Financial Surveillance Department monitors all Board of Trade
member firms' compliance with the Exchange's capital rules and capital guidelines.
The OIA Audits Department conducts biennial reviews of the books and records of
each Board of Trade member firm that is registered as a Futures Commission Mer
chant ("FCM") to determine compliance with Exchange rules and regulations. The
Audits Department focuses on the firm's financial and compliance procedures.
During a financial audit, a firm's financial condition is analyzed, along with the
composition of balance sheets and capital computations to verify that the firm has
appropriate procedures to ensure the continuous submission of accurate financial in
formation to the Exchange. Also, customer balances are reviewed and the proper
segregation of customer funds is verified. The Audits Department also makes sur
prise sales practice reviews of member FCMs branch offices and guaranteed intro
ducing brokers.
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In order to best comprehend Capcom's involvement at the Board of Trade, some
discussion of hedging using futures contracts is useful. Hedging is one of the funda
mental purposes and benefits of futures markets (price discovery being the other).
Hedging, in its simplest conception, consists of the management and reduction of
market risk arising from a market position by means of another market position, in
this instance futures and options on futures contracts. Use of the U.S. Treasury
Bond futures contracts provides a graphic (and relevant) example.
The primary government securities dealer may and does buy more than one bil
lion dollars worth at a time of long term U.S. Treasury bonds at a U.S. Treasury
auction (which funds our national debt). The primary dealer buys that $1 billion
worth of bonds to earn a spread of one or two thirty-seconds of 1 percent of the
value of those bonds over the several days or even weeks that it may take to sell all
those bonds to long term investors.
However, in less than 60 seconds, the price of bonds can move five to ten times
the amount of the dealer's expected spread. In a days time a 1 or 2 percent change
in price is not uncommon. That is 30 to 60 times the spread the dealer stands to
earn. Hedging a large quantity of bonds in 10 seconds instead of one minute or in 5
seconds instead of 10 seconds can make all the difference in the world to a dealer
and to his active participation in U.S. Treasury debt auctions.
Hedging interest rate risk through use of the Board of Trade's Treasury Bond con
tract was one of the stated purposes for Capcom's membership in the exchange.

capcom's membership and expulsion

The history of the Capcom firms' involvement with the Board of Trade exempli
fies how and why the systems of member integrity at the Exchange work well to
protect the marketplace and its users from those who seek to abuse the markets
upon which so many depend for price discovery and risk hedging.
Capcom Financial Services, Ltd. ("Capcom London") became a member of the
CBOT on October 11,1985. Its U.S. subsidiary, ("Capcom Chicago") became a
member of the CBOT on May 1,1986 and subsequently a member of the Clearing
Corporation. The stated reasons for Capcom Chicago's membership status was to
clear customer business, particularly in the Treasury Bond contracts. The CME was
the designated self-regulatory organization ("DSRO ) for Capcom Chicago.1 Capcom
London's stated purpose was to be a non-clearing member making proprietary
trades only.
Thus, even though the Board of Trade was not primarily responsible for financial
supervision of the Capcom firms, you will see that the Exchange was rigorous in its
oversight of the firms.
On January 22, 1987, OIA examiners commenced a review of Capcom Chicago and
Capcom London. The purpose of the review was to determine the nature of Capcom
Chicago's and Capcom London's business, and to review the firms' trades to verify
their classification as hedge positions.
OIA's review resulted in the discovery of serious violations of Exchange require
ments. As a consequence, the Business Conduct Committee (the "Committee ') on
July 7, 1987 charged that Capcom violated Exchange Rules and Regulations in that:

(1) Capcom London acted as principal rather than agent in transactions en
tered into on behalf of its customers;
(2) customer orders for the purchase and sale of futures contracts in U.S.
Treasury Bonds ("T-Bonds") were transmitted from CAPCOM London to Capcom
Chicago, which in turn placed orders to execute identical trades for Capcom
London's proprietary account;
(3) Capcom London then confirmed to its customers transactions in CBOT T-
Bond futures;
(4) as a direct result of designating trades as those for CAPCOM London's pro
prietary account rather than for the benefit of customers, Capcom London was
assessed member transaction fees and lower margin requirements were im
posed; and
(5) because the transactions did not appear to be for the benefit of customers,
Capcom Chicago was not requested to segregate customer funds and improperly
reported open positions in T-Bond futures contracts as belonging to Capcom
London and not to Capcom London's customers.

1 In the futures industry, a DSRO has primary regulatory and audit responsibility for FCM
member firms. This does not mean exclusive responsibility; the firm remains accountable to
each Exchange for its conduct on that Exchange. However, the primary responsibility for audit
ing for financial compliance rests with the DSRO.
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It may be of interest to the subcommittee to pause for a moment regarding this
trading pattern infraction. What Capcom was doing was selling futures positions to
customers "from inventory." This is a common practice in over-the-counter markets,
but impermissible in United States regulated futures markets, where all trades
must be conducted in public on the floor of the Exchange.
Where trading is done as Capcom did, it is common that the customer will be
charged a price different from that obtained by the firm actually making the trade.
While this can be a legitimate markup, it also could be a means to facilitate the
money laundering which this subcommittee is investigating.
Capcom London settled these charges and was ordered to cease and desist from
any violations of the specified Rules and Regulations, and to comply fully with other
specific conditions. Capcom Chicago was ordered to remit $124,000 in exchange serv
ice fees and to cease and desist from any violations set forth and to comply fully
with other specific conditions.
On August 18, 1987, the Exchange notified the firms' legal counsel by letter that
the committee expected to receive, by no later than October 1, 1987, a written sub
mission outlining the steps the firms had taken to comply with the offer of settle
ment. On September 23, 1987, the firms wrote to the committee indicating the steps
each firm had taken to comply with its respective offer of settlement. Based on the
firms' representations of the corrective actions taken by both firms, the committee
concluded that no further action was immediately necessary. However, the commit
tee expressly instructed OIA to institute a followup examination of both firms
within the next several months. Thus, having experienced serious concern regarding
both firms' operations, the committee subjected them to increased scrutiny and
review.
OIA commenced a followup examination of Capcom London and Capcom Chicago
on February 29, 1988. The objective of the followup was to review the firms' compli
ance in accordance with the terms of settlement previously accepted and the repre
sentations of corrective action taken. No further, immediate action was deemed nec
essary by the committee. However, the committee instructed Exchange staff to con
tinue closely monitoring both firms' activities.
In October 1988, the Exchange learned that a U.S. grand jury had issued indict
ments against several parties, including BCCI and Capcom London, on charges of
laundering money relating to cocaine sales. OIA was informed of the indictments on
October 12, 1988. In light of this new development, the committee instructed OIA
immediately to investigate both firms' account documentation and to coordinate
with U.S. Law enforcement officials to determine the status of the firms' business
transactions. Exchange staff spoke to representatives of the Federal Bureau of In
vestigation and other U.S. Governmental agencies including, of course, the CFTC.
Additionally, OIA was in daily contact with the Capcom Chicago's DSRO, the Chica
go Mercantile Exchange. OIA also coordinated closely with the Clearing Corporation
in its immediate review of Capcom Chicago's status as a cleaning member.
As a result of these investigations and the responses from Capcom, the Clearing
Corporation determined that Capcom Chicago's clearing privileges should terminate;
effective October 20, 1988, all Capcom positions were cleared by another Exchange
clearing firm. This withdrawal of clearing privileges was finalized in June 1989
when Capcom Chicago's Clearing Corporation stock was redeemed. The subcommit
tee should be aware that in the futures industry, withdrawal from clearing status is
a very serious event.
From October 12, 1988 through October 31, 1988, OIA continued to coordinate not
only with U.S. Governmental agencies, but also had discussions with the Association
of Futures Brokers and Dealers ("AFBD"), the International Commodities Clearing
House ("ICCH") and the London Drug Traffic Authority concerning the indictments.
One focal point of the discussions was the actual identity of the individuals and
firms who ultimately owned and controlled both firms. By now, this subcommittee
no doubt has experienced first hand the daunting challenge of this undertaking.
On November 23, 1988, the CBOT discussed the London authority's current review
of possible money laundering at Capcom Chicago and Capcom London with the
CFTC. At the time, the Exchange was informed of no specific evidence regarding
laundering of funds through Capcom Chicago, but was aware that London authori
ties still had unanswered questions regarding large money transfers at Capcom
London.
On January 7, 1989, the CBOT sent a list of questions to Capcom London request
ing further explanation of the ownership of the firm. OIA received the firm s re
sponse to the inquiry on January 24, 1989. Based on all these investigations and dis
cussions, the committee issued preliminary charges on February 16, 1989 against
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Capcom London for misstating the ownership of the firm on more than one occa
sion.
Following several hearings, the committee's review of OIA's investigation and the
outstanding charges, an order was issued by the chairman of the Exchange on
March 30, 1989 stipulating that Capcom London be suspended from membership and
that all positions be transferred to a non-affiliated FCM on a fully disclosed basis.
The final Third Amended Order stipulated that Capcom London: (1) be suspended
from membership; (2) not carry any customer or proprietary accounts or place
orders for any futures or options contracts traded on a designated contract market
in the U.S.; and (3) be barred from having ownership interest in or control over any
CBOT member firm.
Subsequently, on May 1,1989, the committee also fined Capcom London $25,000
based on the conclusion that the firm: (1) failed to notify the Exchange of, material
changes in its organizational structure; (2) made material misstatements to the Ex
change regarding the ownership of the firm; and (3) failed to furnish accurate infor
mation to the committee concerning the firm's ownership.
Additional charges were made after the committee reviewed the reports of inde
pendent auditors, Coopers & Lybrand, who were retained by Capcom in response to
the concerns of various regulators. The Coopers & Lybrand audit report described
substantial deficiencies in Capcom London's account and transactional documenta
tion. A separate Arthur Andersen & Co. Audit report substantiated the Coopers &
Lybrand report, as did reports from a third auditing firm. As a result, the commit
tee issued formal charges with the Exchange Board of Directors against Capcom
London on May 26, 1989. These charges found that Capcom London:

(1) failed to maintain accurate books and records;
(2) was unable to demonstrate that it was able to meet or exceed minimum
capital requirements;
(3) failed to maintain accurate account documentation;
(4) engaged in conduct inconsistent with just and equitable principles of trade;
(5) engaged in acts detrimental to the interest and welfare of the Association;
and
(6) engaged in reckless and unbusinesslike dealing.

Based on the above charges, the Board of Directors reviewed the matter and re
ceived an oral offer of settlement from the firm's legal counsel on August 15, 1989
which the Board accepted. The settlement provided that Capcom London be perma
nently expelled from membership at the Chicago Board of Trade and that the firm
was never to reapply for membership. The termination of Capcom London's CBOT
membership was effective September 28, 1989.
On June 12, 1989, the Exchange and the Clearing Corporation received letters
from Capcom Chicago indicating their desire to withdraw from membership. The
committee approved this request on June 19, 1989. Capcom Chicago's termination of
CBOT membership became effective on June 30, 1989. Today, Capcom Chicago is not
a member of any exchange.

SPECIFIC SUBCOMMITTEE INQUIRES

The subcommittee's July 10, 1992 letter inviting our testimony specified several
precise areas of inquiry which the committee wished to discuss. As the foregoing
illustrates, the very reason Capcom was expelled to some degree prevents us from as
precise a response as we and the committee desire. Nevertheless, we have detailed
responses to the committee's specific inquiries in our written testimony; further
more, as stated previously, we stand ready to cooperate fully in any way we can to
supplement our responses and further this committee's inquiry.

CONCLUSION

The Chicago Board of Trade history of the Capcom firms illustrates the vitality
and importance of self-regulation in the futures industry. The Exchange and its
Clearing Corporation had no specific knowledge of the fraudulent web of BCCI or
any involvement by Capcom in specific acts of fraud, money laundering or other il
legal activities.
What the Exchange did know is that it had admitted member firms unwilling to
adhere to the Exchange's strict requirements for financial integrity. What it did was
to sanction and ultimately expel those firms when they failed to demonstrate their
ability to adhere to those requirements.
This subcommittee has the difficult and unenviable task of attempting to forge
positive, prospective recommendations out of the financial rubble left by BCCI. We
hope our testimony has assisted the subcommittee in some small way to meet its
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goals and we would be pleased to do what we can to further assist the subcommit
tee's inquiry. I would be pleased to respond to any questions which the subcommit
tee may have.

Senator Kerry. Thank you very much, Mr. Early. I appreciate
that; it is helpful. Mr. Beyer.

STATEMENT OF GERALD BEYER, EXECUTIVE VICE PRESIDENT,
CHICAGO MERCANTILE EXCHANGE

Mr. Beyer. Mr. Chairman. My written testimony, which has
been furnished to you, describes in detail actions taken by the CME
to gain information respecting Capcom U.S., which was a member
of our exchange, and actions actually taken against the firm.
My testimony here will merely recap my written statements.
After a detailed review of its application, and relying on outside
credit and investigative reports that disclosed no negative informa
tion, Capcom U.S. was approved as a member of the Chicago Mer
cantile Exchange in 1985.
3 years later, the indictment of a related individual, S.Z.A.
Akbar, and of a related entity, Capcom Financial Services, Limited,
which was not a CME member, was publicized. Starting on the
next day and continuing for sometime thereafter, the exchange
took several actions. They are as follows:
No. 1, ordered Mr. Akbar to exercise no control over the manage
ment of the firm, to resign as a director, and to transfer voting con
trol of any stock in Capcom U.S. to another party;
No. 2, prohibited the firm from carrying any house positions for
itself for Capcom U.K. or any affiliated entity;
No. 3, instructed the firm to inform those banks at which funds
were held to allow exchange staff to monitor all transactions into
and out of those accounts, and to disallow any outgoing transfers
that were questionable;
No. 4, ordered Capcom U.S. to provide us with information which
was intended to allow us to focus on money laundering allegations
and accounts owned or controlled by Mr. Akbar or BCCI;
No. 5, ordered that accounts owned or controlled by Mr. Akbar
be traded for liquidation only;
No. 6, required the firm to report by 5 p.m. daily a list of all dis
bursements out of either customer or house accounts;
No. 7, ordered the firm to inform Capcom U.K. to instruct its
auditors to report to the CME transactions which could be con
strued to be violations of the U.K. Drug Trafficking Offenses Act;
No. 8, required the firm to have no officers, directors, or share
holders in common with Capcom U.K, to replace a subordinated
loan from Capcom U.K. with a loan from an entity not affiliated
with Capcom U.K., and to require the transfer or sale of Capcom
futures stock held by Capcom U.K.;
No. 9, required Capcom U.S. to engage its auditors to provide a
money laundering and internal controls review, and informed them
that if they did not, we would hire the firm ourselves and assess
Capcom U.S. for fees incurred;
No. 10, prohibited Capcom U.S. from resigning as a clearing firm
until issues raised in the CFTC report could be resolved;
No. 11, directed Capcom U.S. to respond to a series of questions
raised by a CFTC investigation that had been provided to us;
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No. 12, charged Capcom with multiple rule violations after find
ing that the firm had no reasonable answers to the questions posed
by the CFTC report;
And last, fined Capcom futures $500,000 accepted its agreement
to withdraw as a member firm.
Senator Kerry. This would have been 1988?
Mr. Beyer. Yes, sir, it would have been. During the period from
the announcement of the indictments to Capcom U.S.'s being sanc
tioned
Senator Kerry. I am getting a bit—hold on.
Dr. Gramm. It is 1989 when they actually withdrew, because it
was October of 1988 when the indictment
Senator Kerry. When were these directives issued?
Mr. Beyer. These directives were issued from the time of the in
dictment, which was
Dr. Gramm. Which was 1988.
Senator Kerry. All right, thank you.
Mr. Beyer. Which was 1988 through the
Senator Kerry. I am sorry.
Mr. Beyer. Through the period through September of 1989.
During this period, from the announcement of the indictments to
Capcom U.S.'s being sanctioned, we contacted, or had contacted on
our behalf, the following organizations in an attempt to learn to
what extent our firm may have been involved in money launder
ing: the U.S. Customs Service; the U.S. Attorneys Office in Tampa;
Scotland Yard; and various other U.K. organizations, including the
ICCH, the AFBD, the SIB, and the drug and financial investiga
tions branch of the Customs and Excise Office.
Additionally we engaged Interpass, an international security
company that we had used with positive results in prior instances,
to attempt to gain information respecting the company, its officers,
and various other entities. This included Mr. Akbar, Capcom U.S.,
Capcom U.K., Larry Romrell, Robert Magness, Western Telecom
munications, and American Telecommunications. No negative in
formation respecting money laundering or drug trafficking was un
covered except that which had been the subject of the indictments.
The exchange also received and relied upon reports from Coopers &
Lybrand and Peat, Marwick, & McLintock.
During the entire investigation we were in contact with the
CFTC to coordinate that matter. The CFTC's report, which was fur
nished to us, provided us with the information necessary to take
the final action against the firm. We worked and consulted with
the CFTC at all times, and believe that they communicated with
the appropriate regulators that might have been interested in the
matter.
We have, and continue to express, a willingness to cooperate
with law enforcement officials in an attempt to ascertain if one of
our firms was being used to launder money. That concludes my tes
timony. Thank you.
[The prepared statement of Mr. Beyer follows:]

Prepared Statement of Gerald D. Beyer

Ar. Chairman, members of the Subcommittee, my name is Gerald D. Beyer. I am
Executive Vice-President of the Chicago Mercantile Exchange (CME). Capital Com
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modity Dealers (USA) Inc., the predecessor of Capcom Futures, Inc. ("Capcom"), ap
plied for membership in the Chicago Mercantile Exchange ("CME") on August 16,
1985. It indicated an intent to do proprietary business and to do customer business
at a future date. The original officers were Larry E. Rommell, CEO, Mohammad
Saghir, President, and Ajay K. Puri, Secretary/Treasurer. Ownership was as fol
lows:
Capital Commodity Dealers Ltd., 82 percent;
Zask Trading & Investment, Inc., 9 percent; and
Aohammad Saghir, 9 percent.

Because its application was in order and the credit and investigative reports se
cured by the CME revealed no negative information, the firm was approved for
membership on October 16, 1985.
On October 11, 1988, the indictment of Capcom's affiliate, Capcom Financial Serv
ices, Ltd., ("Capcom U.K.") and of an individual associated with the firm, Sayed
Ziaudinn Ali Akbar, ("Akbar") was publicized. The CME Audit Department immedi
ately undertook an investigation of Capcom.
At this time, CME and CFTC staff discussed steps necessary to ascertain Capcom's
involvement in the allegations, including the methodology for the investigation and
the respective roles of our organizations and to ensure that the information generat
ed was relayed promptly. We were equally concerned about the security of customer
funds on deposit with the firm. While many directives were issued to ensure the
protection of customer funds, they are not the subject of my testimony today.
On October 12, 1988, the Clearing House Finance Subcommittee ("Committee"),
which has authority over CME firms, met to consider the allegations and to deter
mine whether any conditions ought to be imposed on Capcom's continued operation.
At about the same time, CME staff, in order to discharge its self-regulatory respon
sibilities, called the U.S. Customs Service, Scotland Yard, and the U.S. Attorney's
Office in Tampa to ascertain whether and how our markets were involved in any
money laundering schemes. Additionally, inquiries were made on our behalf of the
following U.K. Organizations: the Association of Futures Brokers and Dealers, the
International Commodities Clearing House Limited, the Securities and Investment
Board and the Drugs & Financial Investigations Branch of the Customs and Excise
Office.
The details of the orders issued by the Committee during 1988 and 1989, its direc
tives and inquiries, about which I will testify, may be derived from the contempora
neous minutes of the Committee and correspondence with Capcom and its affiliated
entity, Capcom U.K. All such documents are available for review by your staff.
On October 12, 1988, the Committee ordered that Mr. Akbar exercise no control
over the management of the firm, be requested to resign as a director and to trans
fer voting control of any stock in Capcom to another party. Additionally, the firm
was prohibited from carrying any house positions on any U.S. Futures exchange for
itself, Capcom U.K. Or any other affiliated entity. And finally, the firm was in
structed to inform those banks at which funds were held to allow Exchange staff to
monitor all transactions into and out of those accounts and to disallow any outgoing
transfers. Capcom agreed to each of these orders.
On October 14, 1988, the CME Audit Department initiated a special request for
additional information. The CME s request focused on the money laundering allega
tions, accounts owned or managed by Mr. Akbar or Bank of Credit and Commerce
International and its affiliates, and the following four accounts:

1. Ixora Investments;
2. Brenchase Limited;
3. Capcom Securities Limited; and,
4. General Securities Corp.

A preliminary response was received, and the Committee met again on October
18, 1988, and ordered that accounts owned or controlled by Mr. Akbar be traded for
liquidation only.
On October 20 and 26, 1988, the CME received reports from Interpass Limited
("Interpass"), an international protection and security service company, which the
CME had engaged to ascertain any information to which it had access regarding
Mr. Akbar, Capcom, Capcom U.K., Larry Romrell, an exdirector of Capcom U.K.,
Robert Magness, an exdirector of Capcom U.K., Ajay K. Puri, an exdirector of
Capcom U.K., Western Telecommunications, Inc., American Telecommunications,
Inc., Roamlinx Travel Agency, and Sophistica Ltd. No negative information was re
ported to us.
The Committee met again on October 26, 1988, and reaffirmed and expanded the
reporting requirements and restrictions that it had previously imposed on Capcom.
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This included: requiring the firm to furnish to the Exchange by 5:00 p.m. Daily a
list of all disbursements out of either customer or house accounts; continuing to re
quire CME staff approval of any disbursements made to Mr. Akbar or Capcom U.K.;
and ordering the firm to inform Capcom U.K. To instruct its auditors, Coopers &
Lybrand, to report to the Exchange transactions which could be construed to be vio
lations of the U.K. Drug Trafficking Offences Act. Capcom also agreed to comply
with these orders.
In November and December, we received followup reports from Interpass. They
reiterated their earlier finding, which was that no information was found linking
the parties covered by the report with past criminal activity, including money laun
dering and drug trafficking, except for the matter that was presently of concern re
specting Mr. Akbar and Capcom U.K. Because of prior investigations that they had
conducted on our behalf, we believed them to have access to information that we
could not have obtained.
In January 1989, Capcom affirmed its acceptance of all CME terms regarding the
investigation and Capcom's continued operations. Ar. Akbar had resigned on Octo
ber 13, 1988, and transferred control of his voting stock on October 18, 1988.
On March 21, 1989, the Coopers & Lybrand interim report on Capcom U.K. Was
received and reviewed. While our member firm, Capcom, did not appear to be in
volved in any money laundering, the U.K. Auditors reported that three transactions
were identified that appeared to involve Capcom U.K., as a result of Mr. Akbar's
contacts, with companies established by U.S. Undercover agents operating in Flori
da. The auditors further reported that one of the three transactions was the subject
of the U.S. Indictment. The review further found that Capcom U.K.'s recordkeeping
was inadequate, particularly in relation to customer documentation, the identifica
tion of remitters of funds, and, more importantly, why funds were credited to par
ticular customer accounts.
On March 28, 1989, the Committee reviewed the results of the daily monitoring
that had been undertaken since October of 1988. The Committee modified its order
respecting daily reports, but retained all other restrictions on the firm's operations.
In early May, we received through the offices of the CFTC a report issued by the
U.K. Firm of Peat Marwick McLintock, which had been appointed by the 519 to in
vestigate the affairs of Capcom U.K. The report disclosed, among other things, that
beneficial owners of various related companies could not be ascertained, that docu
mentation could not be obtained supporting the nature of the business arrangement
between these entities and Capcom U.K., that the auditors had received inconsistent
statements from the officers of Capcom U.K. Regarding the receipt of funds from its
clients, that certain foreign exchange or bullion transactions had been identified as
having created artificial profits or losses for client accounts, and that explanations
provided by Mr. Akbar were either illogical or not capable of corroboration. The
report concluded that Mr. Akbar was not a fit and proper person to be director or
controller of Capcom U.K. Or any other investment business, that to allow the busi
ness to continue represented an unacceptably high risk to other investors, and, fi
nally, that there was little justification for Capcom U.K. Being permitted to retain
its authorization as an investment business.
As a result of this report, the Committee placed additional restrictions on Cap
com's operations by requiring the firm to have no officers, directors, or shareholders
in common with Capcom U.K., to replace the subordinated loan from Capcom U.K.
With a loan from an entity not affiliated with Capcom U.K. And to require the
transfer or sale of Capcom stock held by Capcom U.K.
In late May 1989, the Exchange received another Interpass report commissioned
by the Exchange. That report covered Capcom, Capcom U.K. And Mr. Amhammad
Saghir, President and CEO of Capcom, who apparently worked for BCCI or its sub
sidiary, the Bank of Oman, from 1974 through 1986. No derogatory information was
uncovered.
On June 5, 1989, the Committee gave Capcom a short extension to comply with
certain ownership requirements, but imposed Additional conditions on its oper
ations, including requiring the firm to engage KPMG Peat Marwick to conduct a
money laundering and Internal controls review.
On June 14, 1989, Capcom informed us that as of June 30, 1989, Capcom would
withdraw as a clearing member of the CME. The next day, we informed Capcom
that the money laundering and internal controls review would be conducted regard
less of the firm's intention to withdraw as a clearing member and that if the firm
did not engage its auditors to conduct the review, we would hire them and assess
the firm for fees incurred.
In July, the CFTC provided the CME with the results of the CFTC's investigation.
On the same day, the Committee denied Capcom's request to withdraw from mem
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bership pending resolution of issues raised by the CFTC investigation. Additionally,
because the CFTC review met the objectives of the review to be done by the firm's
outside auditors, the Committee rescinded the order to have the firm's outside audi
tors conduct the review. Later that month, we were informed that Capcom U.K.
Had been expelled from the AFBD, effective in mid-August 1989.
On August 1, 1989, the Committee requested that Capcom respond to a series of
questions raised by CFTC and CME staff respecting transactions that appeared to
violate CME rules. During August, the CFTC provided additional information to the
CME respecting matters necessitating further review.
On August 15, 1989, the Audit Department provided its report to the Committee,
recommending that multiple charges be issued, including violations of Exchange
Rules 423.b. ("Act of Bad Faith"); 432.0. ("Permitting the Misuse of Facilities");
432.q. ("Detrimental Act"); and 433.b. ("Uncommercial conduct"). The committee
issued the charges as recommended. The CME's internal investigation, which was
provided to the CFTC, noted, among other things, that there were several large
transfers of positions and funds for which Capcom had no explanation.
On October 10, 1989, Capcom settled the charges by agreeing to a $500,000 fine
and to withdraw from membership in the Exchange.
At all times, the Exchange worked and consulted with the CFTC. We believe that
the CFTC communicated with the appropriate regulators that might have an inter
est in the matters uncovered by the investigation. We have repeatedly expressed our
willingness to cooperate with law enforcement officials, and, in fact, contacted or
had contacted on our behalf the U.S. customs Service, Scotland Yard, the U.S. At
torney's Office in Tampa, the AFBD, the ICCH, the SIB, and the Drugs & Financial
Investigations Branch of the Customs and Excise Office. In each case, we offered
whatever services were necessary to ascertain if one of our member firms was being
used to launder money.
Our part in the case concluded three years ago. We believed then that we and our
regulator, the CFTC, cooperated effectively and acted expeditiously to protect the
integrity of our markets. Our recent review of the files confirms that belief.

Senator Kerry. Thank you very much, Mr. Beyer. Thank you, all
of you, for your testimony. I would like to get a sense, and try to
put this into perspective and layperson's language a little bit.
Before I do that, we have a great many documents here relating
to Capcom directors, shareholders, and operations. Also the Peat
Marwick audit and some of the diaries, business diaries of Mr.
Romrell, et cetera. And I am going to make those part of the
record at this point in time.
[The information referred to follows:]
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Capcom: Index to Released Documents
Prepared by the Office of Senator John F. Kerry

30 July 1992

Summary

I . Introductory Correspondence
A. Refusal of Key Figures to Testify Before the
Subcommittee

B. Relationship between TCI and BCCI

II. The Peat Marwick Report re the Scope of Capcom 's Activities
III. Interrogatories/Personal Statements of Key Figures
A. Robert Magness
B . Larry Romrell
C. Robert Powell

IV. Relationship Between BCCI, Capcom and TCI/WTCI

V. Shareholding relationship between Romrell and Akbar

VI . Capcom and Its Regulators
A. Chicago Mercantile Exchange
B. Chicago Board of Trade
C. National Futures Association

VII. Capcom Shareholders and Directors

VIII. Other Deals Between Romrell/TCI and Akbar/BCCI
IX. Purchase of Romrell/Fox House by Khalil

X. Formation and Funding of Capcom

XI . Day-To-Day Operation of Capcom

XIIA. Relationship between BCCI, Romrell and Capcom:
Winterwood Associates

XIIB. Relationship between BCCI, Romrell and Capcom:
Winterwood Associates

XIII. Relationship Between Fox, Akbar, And ATC

XIV. Relationship Between Romrell and Awan

XV. Relationship Between Fox and Capcom: The Capital Fund

57-961 0-92-2
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Capcom: Index to Released Documents
Prepared by the Office of Senator John F. Kerry

30 July 1992

[Note: Each roman numeral in the index is indicated within the
documents by a blank sheet of paper.]

I . Introductory Correspondence

A. Refusal of Key Figures to Testify Before the
Subcommittee

07/28/92 Letter from Bruce F. Black to John Kerry declining an
invitation to testify before the subcommittee.

07/27/92 Letter from Lynn H. Cole to David McKean asserting
Kerry Fox's Fifth Amendment right against self-
incrimination .

B. Relationship between TCI and BCCI

02/11/92 Letter from Bertram Perkel to John Kerry re TCI and its
relation to BCCI.

06/29/92 Letter from Bertram Perkel to John Kerry re TCI and its
relation to BCCI ( "conf irm[ ing ] that no person or
entity publicly identified as having a BCCI
relationship has done business with . . . TCI or a
Related Company" ) .

11/14/84 Letter from Romrell to Akbar proposing a $200,000,000
TCI credit line and a $50,000,000 WTCI credit line from
BCCI .

II . The Peat Marwick Report re the Scope of Capcom 's Activities
Draft Affidavit of Ian Glendinning Watt of Peat Marwick
McLintlock .

Ill . Interrogatories /Personal Statements of Key Figures
A . Robert Magness

Subcommittee document: "Questions for Robert Magness."

05/12/92 Letter from Bob Magness to John Kerry re relationship
between BCCI and Capcom.

B . Larry Romrell

06/09/92 Letter from McKean to Bruce F. Black, Esq., enclosing
71 interrogatories to be answered by Larry Romrell.
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Capcom: Index to Released Documents
30 July 1992
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07/03/92 Document produced by Romrell in response: "Answers of
Larry Romrell to Questions From Senate Subcommittee."

C . Robert Powell

06/21/92 Letter from Robert Powell enclosing answers to 53
interrogatories posed by the subcommittee .

07/01/92 Letter from David McKean requesting answers to 20
additional questions .

07/08/92 Document produced by Powell in response.

IV. Relationship Between BCCI, Capcom and TCI/WTCI

11/17/81 Letter from Romrell to Akbar enclosing information on
TCI .

11/03/82 Letter from Romrell to Akbar re $12 rise in TCI stock.

06/09/83 Telex from Romrell to Akbar re TCI one-for-one stock
split .

05/24/85 Letter from Romrell to Akbar enclosing the WTCI and the
TCI annual reports (no attachments).

11/14/84 Letter from Romrell to Akbar proposing a $200,000,000
TCI credit line and a $50,000,000 WTCI credit line from
BCCI .

02/20/85 Letter from Romrell to Akbar enclosing a 5-year
projection of WTCI (no attachments).

V . Shareholding relationship between Romrell and Akbar

03/19/84 Telex from Romrell to Akbar re trading of WTCI stock
and a $200,000 line of credit for purchase of stock by
Romrell personally and by Romrell for Akbar.

04/02/84 Letter from Romrell to Akbar re Romrell 's purchase of
WTCI stock for both Akbar and Romrell.

07/20/87 Letter from Romrell to Kahlil, Kamal Adham, and El
Gohary re the Capcom restructuring. Romrell notes, "As
far as I am concerned, except for my paid-up stock and
notes, I have acted as nominee for one or more of the
original shareholders."
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07/26/87 Letter from Romrell to Khalil, Kamal Adham and Jawhary
re the restructuring. Romrell notes, "It was
understood by the reorganized shareholders that they
were nominees for the original shareholders . "

VI . Capcom and Its Regulators

A. Chicago Mercantile Exchange

08/21/89 CME Document: "Activities of Capcom Futures, Inc.,
From January 1986 through May, 1989." Attachments:
- Internal Investigation, File no. 89—CH-8911
- 08/01/89 letter to Saghir of Capcom Futures Inc. from
Kevin P. Holland of Chicago Mercantile Exchange re
Capcom' s response to interrogatories
- Interrogatories by the CME, with exhibits

07/26/89 Letter to Catherine Carter of the Chicago Mercantile
Exchange from Larry B. Sheaf e of Interpass Ltd re the
relationship between Zafeer and Saghir.

10/18/89 Document from Chicago Mercantile Exchange, "Alleged
Rule Violation" and "Findings."

B . Chicago Board of Trade

04/24/87 Letter from Yvonne Downs (of the Chicago Board of
Trade) to Saghir (of Capcom) enclosing the findings of
the CBOT Office of Investigations (attached).

03/26/87 Confidential report of a review "to determine the
nature" of Capcom 's business.

04/22/87 Supplement to the original 03/26/87 report.

C . National Futures Association

10/19/90 In the Matter of Capcom Futures, Inc., Complaint before
the Central Regional Business Conduct Committee of the
National Futures Association.

08/18/89 Letter to Mohammad Saghir of Capcom Futures Inc. from
Kevin P. Holland of Chicago Mercantile Exchange re
violation of Exchange rules .

VII . Capcom Shareholders and Directors

08/84 "Capital Commodity Dealers Limited: A Brief Resume of
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the Company and its Directors — August 1984 .-"

10/31/85 Capcom List of Shareholders as of 31 October 1985.

05/31/88 Letter to Kevin P. Holland from Mohammad Saghir listing
the shareholders of Capcom Futures, Inc.

12/31/88 Capcom List of Shareholders as of 12/31/88.

VIII. Other Deals Between Romrell/TCI and Akbar/BCCI
10/27/82 Telex from Romrell to Akbar re "subscription television

service" in Saudi Arabia.

12/17/82 Telex from Romrell to Akbar re a cable system in
Jeddah .

01/06/83 Letter from Romrell to Akbar re advice on the "cable
television distribution system" in Jeddah.

12/16/83 Telex from Romrell to Akbar re BCCI $2.5 million line
of credit for purchase of Winterwood Townhomes .

Telex from Romrell to Akbar re a "Hospital Deal in
Texas . "

06/08/84 Letter from Romrell to Akbar re purchase of an
Industrial building in Salt Lake City ("[W]ith [my
brother's] inside information, we could make a
reasonably attractive deal.").1

IX . Purchase of Romrell/Fox House by Khalil

03/16/82 Letter from Romrell to Akbar re a delay in Khalil 's
purchase of the Potato Patch property.

10/20/82 Letter from Romrell to Akbar re October meeting and
sale of Potato Patch house.

01/17/86 Letter from Romrell to Akbar outlining 3 potential
deals: the Vail house, a stock purchase, and a
property in Phoenix, Arizona.

i This document is located at the end of the set of
documents (late addition).
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Formation and Funding of Capcom

02/27/84

05/27/84

06/19/84

02/13/85

06/30/87

06/30/87

Telex from Romrell to Akbar re Akbar's "proposal to
invest in a U.S. brokerager firm . . . and to
participate in the ownership and operation to the
mutual benefit of BCCI and ourselves . "

Telex from Romrell and Magness to Akbar re acceptance
of a Directorship in Capcom.

Document :
. ZASK . "

"Wire transfer Mr. Akbar's payments to

[07/01/ ?] Handwritten note on Romrell 's TCI memo pad
re establishing Capcom in London, New York, and
Chicago .

[07/01/ ?] Handwritten note on Romrell 's WTCI memo pad
re funding of Romrell 's and Magness ' s 1% share in
Capcom .

Brief resume of Sheikh Khalil and other Capcom
shareholders .

Letter from Romrell to Puri enclosing Romrell 's Share
Application for 110,000 ordinary shares.

Fax from Puri to Romrell enclosing the resolution that
A.R. Khalil, Romrell and Magness be appointed as
directors of Capcom London.

Loan Agreement between Mr. Larry E. Romrell and Paten
Holdings, Inc.

3 documents "For Mr. L.E. Romrell." Attached:
- Old Loan Agreement
- New Loan Agreement
- Authority to Pay Dividends to Paten.

XI . Day-To-Day Operation of Capcom

09/84-06/90 Personal notebooks of Larry Romrell.

XIIA.

12/31/86

Relationship Between BCCI, Romrell and Capcom;
Winterwood Associates

Statement of Account of Winterwood Associates; return
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address of Shaikh Kamal Adham (closing balance: $2.79
million ) .

XIIB. Relationship between BCCI , Romrell and Capcom:
Winterwood Associates

Document, "Winterwood, Charles Howard Group."

XIII. Relationship Between Fox, Akbar, And ATC
01/29/87 Letter from Fox to Akbar re listing Capcom on NASDAQ,

taking the company public, and purchasing ATC stock.
Attached: receipt for Akbar 's consulting services
provided to Marshall Swartwood.

02/05/87 Letter from Fox to Akbar re Akbar's $250,000 stock
purchase in ATC. Attached: copy of the unsecured
promissory note (unsigned).

06/03/87 Letter to Debbie Burden of British Columbia Securities
Commission from Kitty Keely for Akbar re Akbar's
application for a directorship in ATC.

06/15/88 Letter to Akbar from Fox of ATC re Akbar's $100,000
loan to ATC .

06/27/88 Letter to Akbar from Kitty Keeley of ATC re the grant
of a warrant to Akbar of 50,000 shares of ATC.

09/30/88 Letter to Akbar from Fox re profit of ATC stock in
July, 1988 and enclosing performance forecast.
Attached :
- "ATC Zero Billing Analysis CAN"
- "American Telecommunications Corporation Preliminary
Forecast - FY '89"

05/17/90 Fax cover letter to Akbar from Fox with Fox's
handwritten notes re Akbar's ATC share acquisition.

06/11/90 Letter to Futures Advisory Servies Ltd. from Kerry R.
Fox of American Telecommunications Corporation re FAS ' s
right to acquire 50,000 shares of ATC.

12/02/88 Letter from Kitty Keeley of ATC to Akbar enclosing the
stock transfer forms.
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XIV. Relationship Between Romrell and Awan

Statement of Witness Larry Romrell (unsigned; submitted
in the Tampa indictments [ ? ] ) .

XV . Relationship Between Fox and Capcom: The Capital Fund

09/30/86 "The Capital Fund: Financial Statements — 30
September 1986 Together with Managers' And Auditors'
Reports . "

07/87 The Capital Fund Monthly Performance Report, Month
Ending July 1987.

"The Capital Fund;" 4-page summary.

10/ /85 "Capital Management Services Limited: Written
Resolution of the Directors Pursuant to Regulation 77
of the New Articles of Association of the Company, "
unsigned (with signature lines by Dr. Franz Pucher and
Fox ) .

05/17/85 " Preorganization Subscription Agreement" re organizing
Capcom under Illinois law; subscribers include Capcom
London, ZASK, and Mohammed Saghir.
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Holme Roberts & Owen
Attorneysat L»w

(303)HIMl

July 28, 1992

Senator John F. Kerry
Chairman of the Senate Foreign
Relations Subcommittee on Terrorism,
NarcoticB and International Operations
SR-421 Russell Senate office Building
Washington, D.C. 20510-2102

Re: Larry Romrell

Dear Senator Kerry:

Thank you for your letter of July 23, 1992 in which
you invite our client, Larry Romrell, to testify before the
Subcommittee relating to his knowledge of Capeom, BCCI and
related entities. As you know, Mr. Romrell has provided
extensive cooperation to the Subcommittee. It is my
understanding that Mr. Romrell intends to provide continued
cooperation to the Subcommittee.

As you know, Mr. Romrell told your staff that the
BCCI matter has been and continues to be a matter of deep
personal embarrassment for him. First, he was astonished and
chagrined to learn that he had done business with an
institution which, from his perspective, was a leading
international bank, but which turned out to be a corrupt and
untrustworthy institution. Second, he was even further
embarrassed to learn that Capcom has been similarly tainted.
Mr. Romrell could only conclude that he was duped into
participation in these business activities for reasons which
are yet unknown to him. Nevertheless, because Mr. Romrell
wishes to avoid any further embarrassment over this issue, he
must respectfully decline your invitation.

Thank you very much for your consideration, and that
of your staff in this matter.

BFB/jad irjc/EC7
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Fa-rf.t.t.a., Braun & Mahtel
A PARTNERSHIPINCLUDINGPROFESSIONALCORPORATIONS

ATTORNEYSATLAW
MUSSBUILDING.30THFLOOR
235MONTGOMERYSTREET

SAN FRANCISCO, CALIFORNIA 04104
(415)954-4400

Daniel H. Bookin

9" July 28, 1992

VIA FEDERAL EXPRESS

David McKean, Esq.
Office of U.S. Senator
John F. Kerry
421 Russell Building
Washington, D.C. 20510

Re: Roy P.M. Carlson

Dear Mr. McKean:

I have reviewed the documents assembled by Mr. Carlson in
response to your subpoena, dated July 1, 1992. While the
documents do not appear to contain any information in which your
committee would be interested, I am directing Mr. Carlson to
decline to produce documents requested by your subpoena, based on
his Fifth Amendment privilege. In reaching my decision, I have
considered the extremely broad nature of your subpoena; the
broad, nebulous and politically-charged nature of the various
state and federal investigations regarding BCCI; and my inability
at this time to obtain the information I need to evaluate fully
this matter. Accordingly, Mr. Carlson respectfully declines to
produce documents requested by your subpoena, based on his Fifth
Amendment privilege.

I appreciate your courtesy in this matter. Please contact
me if Mr. Carlson or I can be of any further assistance.

DHB/lhk
07090\92072801
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Law Offices
Of

Jerome H. Kern

JEROMEH KERN
ELIZABETHM MARKOWSK1
FREDERICKMMCCRATM

1251AVENUEOFTHEAMERJCAS

NewYork. NewYork 10020-1193 ttHIIKHSniKKTILINK

(212) 827-3431

BERTRAMPERKEL
JOSEPHE YOUNG

February 11, 1992

VIA FEDERAL EXPRESS

Senator John Kerry
United States Senate
421 Russell Senate Office Building
Washington, DC 20501

Dear Senator Kerry:

The staff of the Subcommittee under your leadership which has
been looking into the BCCI scandal has asked certain guestions of
Tele-Communications Inc. ("TCI") which relate to your BCCI inguiry.
The guestions arise from the published reports that two senior TCI
officers were associated with Capcom Futures Inc., and Capcom
Financial Services Ltd. , (collectively referred to as "Capcom") two
companies that were most likely fronts for BCCI and associated with
illegal dealings.

I have been asked* by ^he General Counsel of TCI to respond to
your staff's reguest as to whether TCI ("TCI") had any business
dealings with Capcom. The reason why I have been asked to respond
is that in September of 1991, the General Counsel requested that
outside counsel conduct a comprehensive review of the business and
financial records of TCI and, with appropriate permissions
obtained, United Artists Entertainment Corp. ("UAE") , Westnarc
Communications, Inc. ("Westmarc") and Liberty Media Corporation
("Liberty") (collectively referred to as the "Related Companies")
to determine whether any of these records indicated that TCI or any
of the Related Companies had any business dealings or relationships
with any person or entity which had been identified in public
sources as having party to or related to the BCCI scandal. That
review was conducted under my supervision.

In order to undertake this task I had my then firm, Shea &
Gould, prepare lists of the'names of all persons and entities whose
names have appeared in various and certain public sources as having
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a relationship to the BCCI matter (Exhibit A) . That list of names
was then combined and alpha-sorted into a master list ("Master
List"). (Exhibit B) . The Master List was then given to TCI's
independent outside auditors, KPMG Peat Marwick ("Peat Marwick") ,
whose assistance we requested, and a team composed of one Shea &
Gould partner, two associates and a paralegal ("Team") . Peat
Marwick used the Master List to do a computer screen of the
financial transactions, apart from payroll and related activities,
of TCI and the Related Companies1 for the period 1980 through the
end of 1991. In addition the Team made several trips to Denver
and, with the assistance of the General Counsel's office, collected
and reviewed all business agreements (including all investments,
financing agreements, consulting arrangements, management
contracts, etc.) ("Agreements") extant and entered into by TCI or
any Related Companies with others for the same period. The purpose
of the review was to see if either the named party to the Agreement
or signatory to it or person or entity identified in it appeared on
the Master List.

The result of this undertaking by both Peat Marwick and the
Team surfaced no evidence that the TCI or the Related Companies had
any business dealings with Capcom, BCCI or any currently identified
related entity or person,2 except that we found that UAE, in the
latter part of 1988, invested in company known as American
Telecommunication Corporation ("ATC") which had Syed Zianddin Ali
Akbar ("Akbar") on its Board of Directors (Exhibit C—Excerpt, SEC

1 Liberty became an operating company on March 28, 1991 when,
pursuant to a contribution agreement it received its operating
assets from certain TCI subsidiaries. Accordingly the financial
transactions related to those assets were screened as part of the
TCI financial review and no particular examination of them was made
by Peat Marwick post March 28, 1991. The Team, however, examined
the Agreements in Liberty's possession which relate to its
operating assets.

2 Though their names appear on the Master List, entities well
known to have no BCCI connection such as American Express, Bank of
New York, etc., were not considered to be BCCI related for the
purposes of our review. In addition the Peat Marwick review
surfaced two TCI vendor transactions with entities with "sound
alike names", the Independence Bank and Capcom USA Inc. Both of
these entities are unrelated to BCCI in that the Independence Bank
was a Chicago based Illinois institution which has had no
relationship with TCI since 1983 and Capcom USA Inc. was an
electronic materials supplier from which a one time $700 purchase
of LED Storm Kits was made.
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Form 10K, 1988) . That investment was closed out at a loss in
September of 1990.

Once it was identified we made specific inquiry into this
transaction. It revealed that at the time the investment was made,
UAE had made and was carrying forward a strategic corporate
decision to go into the rapidly developing private telephone
business, particularly on the operator assist and switching side in
which UAE had an interest. ATC had a particular switching
technology (consisting of proprietary software and hardware) which
was superior to any that UAE had or which was then available in the
market. A relatively small investment of $2.5 million appeared to
offer UAE the opportunity to achieve substantial cost savings in
the operation of the various private telephone businesses they had
and were acquiring and starting up. Accordingly, for this business
reason, a decision was made to invest in ATC upon condition that
ATC allow UAE to use their unique technology under a no cost
license.

At the time the ATC investment was being considered and at the
time the investment was made no TCI or UAE person or person
associated with any other Related Company was aware that Akbar was
on ATC's Board of Directors. UAE had no relationship with ATC
except as a passive investor and licensee of the ATC technology.
In 1990 as a result of and as a part of an overall UAE corporate
decision to get out of the telephone business, the ATC investment,
along with several other similar assets, was liquidated.

It is not without some degree of humor that we respond to a
further question raised by your staff with regard to whether TCI
had any investments in partnerships based in the Gulf states of the
Middle East. The question surfaced because of an article in the
Wall Street Journal of 1/27/92 which contained a chart indicating
that TCI had a purported 11.1% interest in some unidentified "UAE
Partnerships". While one can well understand that someone deeply
immersed in the facts surrounding the BCCI scandal could quickly
assume that "UAE" might mean the United Arab Emirates, in this caseit means the "United Artists Entertainment Co., Inc".* VJhen their

Until the end of last year UAE was an independent public
company in which TCI had a majority interest. During 1991 TCI
bought out the minority public interest in UAE and merged it into
a wholly-owned subsidiary of the same name.
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business objectives coincided and could be best pursued together,
both TCI and UAE, from time to time, entered into business
relationships, alone and with others.

cc: David McKean, Esq.
c/o Senator John Kerry
United States Senate
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Law Offices
Of

Jerome H. Kern
One Citicorp Center

153 East 53rd Street
w York. New York 10022-4669

TELEPHONE(212)J7ISJ01
FACSIMILE(210HHM

(212) 371-5307

June 29, 1992

Senator John Kerry
United States Senate
421 Russell Senate Office Building
Washington, D. C. 20510

Attn: David McKean, Esq.
Investigative Counsel

Dear Mr. McKean:

In response to your request, this letter will both confirm and
supplement our February 11, 1992 letter to Senator Kerry which
addressed the question of whether TCI or any Related Company (as
defined in our February 11, 1992 letter) had any business dealings
with Capcom Futures Inc. or any person or entity which has been
identified as having a relationship to the BCCI scandal. In
particular, you have currently asked us to confirm that the
negative answer we gave to the Senator at that time was based upon
a review of both the domestic TCI and Related Company activities
and the activities of those companies in the United Kingdom.

When we spoke on the phone, I advised that our response to
Senator Kerry was based upon a review of both the domestic and the
United Kingdom business relationships of TCI and the Related
Companies. However, since you expressed a special interest in the
United Kingdom, I said that I would have this particular aspect of
the matter reviewed again. That review was conducted by TCI and
Related Company staff in the United Kingdom and has been sent
directly to me. It shows that our original advise to Senator Kerry
was correct and we can reconfirm that no person or entity publicly
identified as having a BCCI relationship has done business with
(banking or otherwise) TCI or a Related Company in the United
Kingdom.

BP:ps
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WESTERN TELECOMMUNICATIONS, INC.

LARRY ROMRELL
EXECUTIVE VICE POestoerwT

director

November 14, 1984

Mr. Ziauddin Akbar
Bank of Credit ic Commerce International
100 Leadenhall St.
London EC3A 3AD UK

Dear Mr. Akbar:

I am enclosing an analyst report on WTCI and a current news clipping from the Wall
Street Journal. I thought you might be interested in the good performance of WTCI
after it split off from TCI last April. As you know, Bob Magness is still the Chairman
of WTCI and is the controlling shareholder. I am the Executive Vice President,
Secretary and a Director of WTCI.

I was informed the other day by the TCI finance group that they are interested in
obtaining a loan facility in Eurodollars directly from a U.K. lending institution. I asked
Bob Magness if he was sincerely interested in such a facility and whether he would want
to try to go direct to BCCI. He has asked me to determine whether there would be any
interest on the part of BCCI. As you know, TCI has extremely good banking
relationships in the United States, and through those relations, they are able to borrow
Eurodollars taking advantage of periodic improved interest rates. The costs, however,
of going through the U.S. institutions for Eurodollars are not attractive because the
managing institution on the U.S. side marks up the facility in order to profit from it. I
believe the credit facility that TCI is looking for is around $200,000,000. I believe TCI
can assist in putting a group of banks together, if necessary, to fund the entire amount.
If you are interested in investigating this further,. I will be very happy to make the
arrangements. If not, please do not feel an obligation to pursue it because Mr. Magness
and I are very happy with our own personal relationships with you, your bank and other
associates we have in the U.K.

As a separate matter, WTCI will soon be looking for approximately $50,000,000 to
construct a new microwave route from Chicago to Dallas via Kansas City. Our
principle customer for this route is a British company named Cable & Wireless. You
may be familiar with them. I believe they have a very impressive financial statement
and have proven to be an extremely stable and respected company. Their contract with
WTCI will be for a term of 15 years with renewal options of an additional two 5-year
periods. Their contract calls for an annual payment of $9,842,844 per year. Our
operating costs of this system will be $1,652,000 per year. There are certain other
favorable factors in our arrangement with Cable 6c Wireless in that we have inflation
factors which will adjust their rate based on our cost of operations. As the cost of
operation goes up due to increased salaries or increased repair parts, we can adjust
their annual charge accordingly. In addition, WTCI will be in a position to add
additional facilities in the same microwave stations for other customers at very high
profit levels. WTCI will be looking for a $50,000,000 credit line secured by all of the

GENERA!. OFFICES • PAPK PLACE • SeSO DTC BOULEVAPO • SUITE SCO
P.O. BOX *1 17 • EMG<_EVvOaO.COCORAOO BQ155 • 0031786-8100
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equipment, buildings, towers, etc. for this entire route. WTCI would also be willing to
pledge their contracts with Cable <

S
c

Wireless. We have several opportunities in the U.S.
to obtain this credit line. My thought is, given the differential in current interest rates,
there may be an opportunity to put this deal together with BCCI if you are interested.
Again, let me stress that as far as Mr. Magness and I are concerned, you should feel no
obligation whatsoever to pursue these loans. Your failure to do so certainly will not
negatively affect our relationship with you or the bank.

Best personal regards,

Larry Romrell

/te

Enclosures
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DRAFT AFFIDAVTT OF TAN CIJMPTNNTMC WATT

CAPCOM FINANCTAT. SERVICES LTKTTED

FUTURES ADVTSORY SERVTCES LTKTTED

PTRPPVCIIQH

I am a Fellow of the Institute of Chartered Accountants in
England and Valea and a partner In the fin of Feat Karwick
McLintock, 1 Puddle Dock, Blackfriars, London. EC4V 3PD.

On 27th October 1988, Z and Michael Vheeler, a fellow partner,

were appointed by the Securities and Investments Board ("SIB") under

Sections 105 and 106 of the Financial Services Act 1986 C'FSA") to

investigate the affairs of Capcoa Financial Services Llnlted
("Capcoa") and Futures Advisory Services United ("FAS") "in so far
as they relste to any investaent business which is or has been
carrying on, or appears to be or have been carrying on". Copies of

our authorities to investigate are attached as Exhibit 1. In this
Affidavit, "we" refers to ayself , Michael Vheeler and neabers of our
staff or any of us.

In summary, the circumstances surrounding Capcoa and FAS that

have caused SIB to initiate this lnvestigstion are as follows:

o On 10th October 1988 Capcoa and its former aanaglng
director, Mr. S.Z.A. Akbar ("Mr. Akbar"), were indicted in

proceedings in the United States for allegedly

participating in a scheae to launder the proceeds of

illegal drugs transactions. The indictaent alleges that
the proceeds of these transactions were, in part, passed

through Capcoa's bank accounts and through client accounts

in its accounting records.

o An initial investigation by enforcement staff from the
Association of Futures Brokers and Dealers ("AT3D")

indicated that certain accounts and accounting entries ir.

Capcom's records were of a non-routine nature.
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o Certain of the non-routine entries concerned account*
introduced to Capcoa by another company, FAS. Mr. Akbar

vii a director of, and shareholder in, FAS.

o On 25th October 1988, AFBD wrote to Capcoa freezing
trading and cash Boveaents on all accounts "connected with
Mr. Akbar and forbidding the appointaent or re- appointment

of Mr. Akbar as a director of Capcoa without AFBD consent.

In the late afternoon of 27th October, the day of our
appointaent, I visited the offices of Capcoa at 9-13 St. Andrew
Street, London, ECAA 3AE, together with aeabers of our staff, where
ve Bet Mr. John Parry, the one remaining director of Capcoa at that
time, and Mr. Paul Snow FCA, the company's secretary and chief

accountant. At the saae tine, Mr. Vheeler, with a aeaber of our
staff, visited the offices of FAS at 107 Crays Inn Road, London,
VC1X 6TZ, where they net Mrs. A. K. Purl, the one reaaining director

of FAS. Subsequently Mr. Vheeler and I, and aeabers of our staff,
have paid visits to the offices of both companies in the course of
our enquiries. Ve have carried out a nuaber of interviews, a list
of which appears as Exhibit 2, and ve have had discussions with

other aeabers of the staff at the •coapanies . Ve have reviewed the
accounting records and other information supplied by Capcoa and FAS

including copies of documents collected froa Mr. Akbar 's office at
Capcoa by KM Customs & Excise on 10th October 1988. Our enquiries

were substantially completed by 22nd Deceaber 1988.

The information contained in this Affidavit is either within ay

own knowledge, or else has been derived froa our independent

enquiries, including our examination of the accounting records and

other information supplied by Capcoa and FAS, the Interviews set out

in Exhibit 2 and the discussions that we have had with members of

staff of the coapanies.

HISTORY OF CAPCOM AND FAS

(a) Cameos

Capcoa was formed In 198*. The first najor capitalisation
occurred in June 1984 when the share capital was increased from £2

to £1 Billion. The subscribers to that issue, and subsequent
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net Interact contributed to higher profitability levels, but in 1987
advene currency movements on dollar denominated assets reduced
profit! by approximately £2.4 Billion. The draft profit before tax
for 1988 is etated before any allowance is Bade for the possible
non-recovery of certain client debit balances referred to later.

(e) Capcoa Futures Inc

At the and of 1985, in response to the levels of futures
business being placed on the Chicago exchanges, Capcoa set up Capcom

Futures Inc ("CFI") in Chicago. Froa its fomatlon until June 1987,
CFI vas 82% owned by Capcoa. The shareholding structure was altered

in June 1987 because the Chicago Board of Trade sought personal

guarantees froa Capcoa's shareholders covering the obligations of

CFI. Ve have been informed that the Middle Eastern shareholders in

Capcoa were unwilling to provide such guarantees and thus the

shareholding in CFI was re -structured.

After the re -structuring, Capcoa's holding in CFI was reduced

to 4%; the remaining shares are held by the other Capcom

shareholders, Mr. M. Saghir, the President of CFI, and Zask

Investments and Trading Limited ("Zask"), a eoapany that Mr. Akbar

has told us he beneficially owns. A list of CFI's current
shareholders is shown in Exhibit 5 and details of the financial

implications of the re -structuring are referred to subsequently in

this Affidavit.

(f) Brcnchase Llalted

Capcom has a wholly ovned subsidiary, Brenchase Limited

("Brenchase") . Brenchase acts as a conduit for the receipt of funds

by Capcom; in some cases, clients will remit their funds to
Brenchase which will in turn remit them to Capcoa. This is done
apparently to preserve anonymity of the ultimate recipient in the

International banking systea. Brenchase otherwise appears to be

dorcant .
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Other Investments

Other investments comprise the following:
V.

trillion

Subordinated loan to CFI 7.1

Shares in CFI 0.1

Other 0.2

7.4

The subordinated loan to CFI represents a $12.5 Billion loan
translated at the closing rate of $1.75 - £1. The loan is repayable
on 31st Kay 1992 and bears Interest of one per cent over LIBOR.

Repayment is subordinated to the claims of all present and future
creditors of CFI and the loan is unsecured.

Investment in subsidiaries

The investment in subsidiaries comprises Capcom's interest in

Brenchase .

Trade, debtpri

Trade debtors comprise the following:

IsUllfin

Due from clients 12.6

Due from brokers 0.9

13.5
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El Rayan is run by three Tavfik brother*. Ahaed Tavfik aanages
the COOD account and li Capcoa'* principal contact, although Al
Fathi Tavflk was alio naaed aa a dealing authority on the account
opening fora.

The account waa opened at Capcoa in April 1987 after tvo and a
half yeara of aarketing affort. Mr. Parry and Mr. Purl aade the
original contact with El Rayan but were not veil received as El
Rayan vaa already dealing with other large Institutions. Mr. G.R.

Khan also aade efforts to secure businesa froa El Rayan. The

account waa finally gained with the aaalatance of Mr. Akbar whose
brother also helped in persuading El Rayan to deal with Capcoa.

Once the account had been opened it traded significantly with
Capcoa, and has been by far Capcoa 's aost profitable account in

1988. According to Mr. Parry, the account would deal on a purely

speculative basis; positions taken were generally not hedged and any

advice offered by Capcoa's dealers on dealing strategy or aarket

conditions was generally ignored. Overall the account, according to

Mr. Parry, had perforaed "extreaely badly" and he estiaates that it
aay have lost up to $90 aillion.

(e) FUND

The Capital Fund ("the Fund"), which is coded account FUND in

Capcoa's books, was set up in 1985. The concept for the Fund caae

from Mr. Parry, Mr. Purl and Mrs. Purl. Mr. Puri was principally

involved in organising its constitution and aetting it up. The idea
of the Fund was based on the belief that by pooling individual
interests into one large fund (alnlmua aubscription being $50,000),

portfolioa would be easier to manage. Capcoa also sav the

opportunity of increasing its brokerage incone.

A copy of the Capital Fund prospectus states that the Fund was

set up with the objective to "realise a growth rate in net assets

per share froo investments in futures, options, aetals, currencies,

bor.ds , stocks and cash instruaents" . Persons resident or ordinarily

resider.* in the UK or US for tax purposes were not entitled to

invest in the Fund for regulatory reasons.
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Power of Attorney over FUND. and the feet that the dealera believed

he did lndicetee that they vere accustomed to carry out hia

instruction* on the account. .--t *

Mr. Akbar haa explained to ua the purpose of these transactions

aa follows:

o The Fund vaa launched In 1985; It had been aet up offshore .
end had attracted funds froa a number of Mr. Akbar 'a

contacts and personal frienda.

o In attracting these funds he had "guaranteed" a rate of

return of about market Interest rate plus 1% or 2%.

o Since its launch the Fund had not achieved this level of
return, and he felt obliged to improve the performance,

ft \
^
Thus he adaitted that, "in order to save face", he created

artificial transactions vhich resulted in a avitch of
profits fron both CESS and Z1TS to FUND.

o The transactions involving CESS were carried out with

prior epprovel. This involved discussing the natter with

his contacta at CESS, hia brother and Mr. Sohail Khan.

o Those involved with CESS were prepared to epprove these

transactions "as a favour" and on the basia that Mr. Akbar

had in the past earned then significant profits. He was,

however, to ; compensate CESS in due course for the loss
arising froa these transactions.

o The losses were to be repaid by either asking profits fron

future dealings or, if this was not possible, by the sale
of his shares in Capcon for the benefit of CESS

o He had the authority to book a profit switch using ZITS as

he was the beneficial owner of this account.

Capcon's dealers have provided explanations which in broad

teras agree with Mr. Akbar's explanation of the CESS, ZITS and FUND

"back to back" transactions.
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Amount

Ease S million Tavacnt ta Instructions
from

23rd Feb 1988 5.5 Security Pacific

International Bank,

New York.

El Ravaa Real

Investments

Liaited

Account: •

BCCI (Overseas)

Liaited Crand Cayman

Branch, Funds Manage -

■ent Unit

Mr. C.R. Khan confirmed that he ia a director of Mark Insurance
Consultants Limited, SES Investments Limited, Mahavish and Mahaviah

and El Rawas Real Investments Limited and explained the nature of

these receipts as follows:

o At the end of January 1988 or early February 1988, Mr.
Akbar's brother, who "he knew and trusted", contacted hio

from Muscat, Oman to discuss the payments he was to make

to Capcom. Mr. Akbar's brother wanted to raise a number

of loans and needed three or four companies whose names

could be used for this purpose. Mr. Khan consented to the

use of four companies of which he was a director.

o Mr. Akbar's brother arranged these loans and guarantees

through his contacts. Mr. Khan knew Mr. Akbar'a brother

to be a resourceful individual, having a number of clients

with high net worth.

o In February 1988, shortly after he had been contacted by

Mr. Akbar's brother, someone from BCCI visited Mr. Khan

while he was at FAS with the appropriate loan

docunentation. He signed this documentation but failed to

retain a copy and car. not recall what it said.
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explain that he probably would have received an Instruction froa hii
brother and Mr. Sohall Khan. *

I have not seen evidence to confirm that any of the $42 ai.lli.on
received by Capcoa In purported aettleaent of the debt of Kr .

Akbar 's brother should have been treated aa such. Similarly I have
not received explanations of the two payaenta of $5.5 allllon froa
accounts GOOD 3 and CESS. Z believe that In order for Capcoa to

aatlsfy ltaelf that these suas have been accounted for correctly.
Independent conflraatlon should be obtained froa the parties

concerned.

(a) Background _

Flnley la a company reglatered In Liberia. Ve have been

informed by Kr. C.R. Khan that the only two dlrectora of Flnley are

Mr. Akbar who la the chairman and treasurer and Mr. Khan who Is also

the company secretary. In 1986, Mr. Khan vas considering leaving

BCCI and wanted to be responsible for developing a real estate

business using Flnley as the vehicle company. Soae funds were

raised froa clients of Mr. Akbar In the Middle East and in 19S6

Flnley bought a property in Coldars Creen which has subsequently

been sold to Mr. Akbar.

According to Mr. Khan, Mr. Akbar subscribed for £150,000 of the

share capital of Flnley but Mr. Khan hlaself had no lntereat In the
ownership of Flnley. Mr. Akbar has, however, denied that he was the

beneficial owner and said that he did not know exactly who was,

though he believed that the ownera were resident In the Kiddle East.

Flnley currently does not have a UK correspondence address.

The coapany's UK address was 68 Vicarage Farm Road, Heston.

Hounslow, Middlesex. This was the address of a clothing business of

Mr. lOian that had been run by a friend. Mr. Khan was unable to

renew the lease of this property and his business was forced to

vacate the premises.
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Peat Marwick McLintock
PO Box466 Telephone012368000

1 PuddleDock Tele*8811541PMMLON G

Blacklriars Telelai 01-2486552(Group3)

LondonEC4V3PD Cjbles VeritaiemLondonEC4

OX 38050BUcklnars

STRICTLY PRIVATE AND CONFIDENTIAL

JD Orme Esq
Director of Enforcement
Securities and Investments Board
3 Royal Exchange Buildings
London
EC3V 3NL

29 March 1989

Dear Jeremy

I am writing as requested to set out the status of my draft affidavit
resulting from the section 105 Financial Services Act 1986 investigation
into the affairs of Capcom Financial Services Limited ("Capcou") and
Futures Advisory Services Limited.

The draft was issued on 20 January 1989 and reflected the results of the
enquiries carried out by myself and ny partner, Michael Vheeler, which
were, as stated in the draft, substantially completed by 22 December
1988. The draft does not therefore incorporate any information on
events beyond that date. In five places in the draft, I have, however,
indicated by noting in square brackets where amendments may be required
to reflect information that was advised to us by Capcom, its solicitors
or Mr Akbar's solicitors between 22 December 1988 and the date of issue
of the draft. These amendments may need further verification by us
before we issue the final version. They principally relate to:

o Capcom 's opinion on the artificial profit transactions
o The proposed arrangements to dispose of Mr Akbar's shares
o The identity of the individual to whom Mr Akbar passed f25, 000
in cash

On the basis described above, the draft affidavit is to the best of my
knowledge and belief accurate although, as 1 mentioned in ny covering
letter of 20 January 1989, we will have to consider the drafting with
lawyers before f inalisation. Meanwhile I have no objection if it is
shown on the above basis in its unsworn font in confidence to persons
directly authorisad by you.

Yours sincerely

IC Uatt
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DRAFT AFFIDAVIT OF IAN CLENDINNING WATT

CAPCOM FINANCIAL SERVICES LIMITED

FUTURES ADVISORY SERVICES LIMITED

EXHIBITS

Number

1 Authorities to investigate

2 Interviews held

3 Capcom shareholding analysis

U Directors of Capcom since inception

5 Current shareholders in Capcon Futures Inc.

6 Sale agreement for Sheikh Khalil's shares in Capcon
7 Capcora client accounts

8 Capcom revenue analysis

9 Shareholders of the Capital Fund

10 Deal slips for CESS/FUND and ZITS/FUND transactions

11 Summary of profit switching transactions
12 v Deal slips for GOOD/FUND and PERV/FUND transactions
13 Agreement between Capcom and Mr. R. Akbar for the

settlement of debit balance

14 Letter to Middle East Bank from Finley International

Limited

15 Chart of silver price movements
16 Client ledger showing trades done by GOOD and ZITS in

silver

17 Documentation supporting $2.3 million payments to Finley

by COOD

18 Letter from Mr. Akbar to Shoaib Lakhany of Capcom

19 Copy of Mr. Akbar's desk diary for 12th September 1988

20 Summary of receipts and payments on the COOD account

21 Newspaper article on Shakarchi Trading

22 Loan agreement between CESS and FAS

23 Schedule of movement of loans on FAS property transaction

21* Documentation supporting receipt of $25,000 from Hardeman

Company Limited
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Number

25 Documentation supporting receipt of $500,000 from Sandart

Limited

26 Summary of receipts and payments on the CESS account

27 Confirmation of receipt of funds by Capcom to Predilect

26 Letter from Almas Holding Limited to Capcom re commission

29 Minutes of meeting held on 12th October 1988

30 Letter from Almas Holdings Limited to Capcom
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Exhibit Id)

CAPCOH FINANCIAL SERVICES LTD

AUTHORITY TO INVESTIGATE

1. The Securities and Investments Board ("the Board") in
the exercise of the powers conferred by sections 105
and 106 of the Financial Services Act 1986 ("the Act")
and now exercisable by the Board, hereby authorises the
following persons namely MICHAEL WHEELER and IAN WATT
both of Peat Marvick McLintock of 1 Puddle Dock,
Blackfriars, London EC4V 3PD, to exercise jointly or
severally on behalf of the Board all the powers
conferred by section 105 of the Act for the purposes of
investigating the affairs of Capcom Financial Services
Ltd in so far as they relate to any investment business
which is or has been carrying on, or appears to be or
have been carrying on.

2. This authority is given it appearing to the Board that
there is good reason to exercise the powers contained
in section 105 of the Act for the purposes of
investigating the affairs of Capcom Financial Services
Ltd „

Dated the 2^ dav of Cilifa/' 1988

Signed

Director of Enforcement
on behalf of the Board

5MW006
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Exhibi t 1 ( i i )

CAPCOM FINANCIAL SERVICES LTD

AUTHORITY TO INVESTIGATE

1. The Securities and Investments Board ("the Board") in
the exercise of the powers conferred by sections 105
and 106 of the Financial Services Act 1986 ("the Act")
and now exercisable by the Board, hereby authorises the
following persons namely MICHAEL WHEELER and IAN WATT
both of Peat Marwick McLintock of 1 Puddle Dock,
Blackfriars, London EC4V 3PD, to exercise jointly or
severally on behalf of the Board all the powers
conferred by section 105 of the Act for the purposes of
investigating the affairs of Capcom Financial Services
Ltd in so far as they relate to any investment business
which is or has been carrying on, or appears to be or
have been carrying on.

2. This authority is given it appearing to the Board that
there is good reason to exercise the powers contained
in section 105 of the Act for the purposes of
investigating the affairs of Capcom Financial Services
Ltd .

Dated the day of Cc£"\V* 1988

Signed

Director of Enforcement
on behalf of the Board
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EXHIBIT?

CAPCOM FINANCIAL SERVICES LTMITED
FUTURES ADVISORY SERVICES LIMITED

INTERVIEWS HELD

DATE INTERVIEWEE

7th November, 1988 MrG.R. Khan

15th November. 1988 Mr J. Parry

16th November, 1988 Mr S.Z.A. Akbar

18th November, 1988 Mr J. Parry

24th November, 1988 Mr A.K. Puri

29th November, 1988 Mr J. Parry

12th December. 1988 Mr S.Z.A. Akbar

14th December. 1988 Mr A.K. Pari

15th December. 1988 MrG.R. Khan

19th December. 1988 Mr J. Parry
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Exhibit A

DIRECTORS OF CAPCOM FINANCIAL SERVICES LIMITED S1NCF
INCEPTION

NAME
DATE OF
APPOINTMENT

DATE OF
RESIGNATION

S.F.Walford 27th April, 1984 8th May.1984

A.K.Puri 8th May, 1984 9th Sept.. 1988

L.E.Romrell 6th June, 1984 21st Oct.. 1988

B.Magness 6th June, 1984 20th Oct.. 1988

Sheikh A.R.H.Khalil 6th June, 1984 3rd Feb.. 1988

S.J. Saunders 20th June, 1984 19th Nov.. 1987

J.C.F.Parry 25th Feb.. 1985

S.Z.A.Akbar . 5th Feb.. 1985 13th Oct., 1988

S.Serageldin 16th Nov.. 1988

M.R. Stewart 16th Nov., 1988
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Exh i bit b

CAPCOM FINANCIAL SERVICES LfMlTED
SHAREHOLDERS IN CAPCOM FUTURES INC.

Mr. L.E.RomrcIl 16

Mr. B.Magncss 4

Mr. A.K.Puri or Mrs. A.K.Puri 10

Mr. R.E.PowcU 10

Mr. M.Saghir 19

Mr. S.Z.A.AJcbar 28

Zask Investments and Trading Limited 9

Capcom Financial Services Limited _4

100
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Exh [bit

: i.:-. ;• : n.s 3rd day of FVor-jry :vE5 ber-wr.
;.: Rj-.ji W^lll of ? 0 •>:.>:1402:. Jcddah 21424 .

Saji: Ara'.ia iSolIor: arid Syed Ziaoddir. Ail A>.bar of 22 Basingmll.

l/jr.co:i :.v.ll (Buyer).

£ IESEAS -

1) Seller agrees to sell and Buyer agrees to buy 8. 250,0001 Eight million
two hundred and fifty thousand) ordinary shares of £.1 each fully paid
:• Co:.c:'- Fiftjncia! Services Limited ( Rogd l^o 161186M whicn are presently

o-nod by the Seller.

2; Five ~u.-liu". j: these shires are registered in tf,e natt- o: (:*:- Seller;

Two r.illion of these shares are registered in the name if Elsaycd Eliavhary
as norr.-riee for the seller; ooe million rwo hundred and fifty thousand shares
are registered :a the narv? of SheiWi Kttaal Ibrahim Adhera as na:jnce of the

"'■ .:onsi deration for this sale is the surr. of £4,000,000 (four rr.illi-.-i
pounds sterling) payable by bank draft upon execution of this agreement.

3y signing this agreement Seller confirms receipt of the Bank Draft.

4: S-.-l lor undertakes to erecute the necessary transfer forms for these

b; u-.vr a:.-ec> ::.V. Sic:u:.g of t!.:s acrcc-cr.t. Euyc-: «iil
ever fmr; ::-.o duller ail the responsibilities of being a Share.'ioidcr of
Career- ''inaTXial Service* Lmitcd. Jfjih the signing of this agreement

ell o,r 5irevj«yjs BCCruRtl f rem J-J70 fjciate have been fully settled and -c
lave i.. :1 .11.-31-..rj-.j/.'-.c: -,_t standing a.:2ins: oarh other.
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Exhibit 7
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Exhibit 9

CAPCOM FINANCIAL SERVICES LIMPED

SHAREHOLDERS OF THE CAPITAL FUND AS AT VTTH SEPTEMBER 1988

NAMES OF SHAREHOLDERS

S. Khan

R. Siddiqi

Lindar Limited

S. Adham

F. Adham

Sara Adham

N. Adham

Sheikh K. Adham

Binham

Mr. Jamshed Ali

R.U. Akbar

Mr & Mxs A. Khan

A. Jama! Hassan

S. Akanni

Assad M. Khawaja

S. Ayyubi

Enterprise Express Ltd
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Exhibit 30

▲ 11011)1V.SL)\I 111!>

ORIGINAL SENT THRU WEST (NO COURIERS
ON FRIDAY, 14TH OCTOBER 1988

DUPLICATE

SIGNED FOR BY 'BLUTA* OF CAPCOM

October 13, 1988

STICTLY PRIVATE AND CONFIDENTIAL

Capcom Financial Services Limited
9-13 St. Andrew Street
London EC4A 3AE

Dear Sirs,

PREDELICT INVESTMENTS. BRITISH VIRGIN ISLANDS
" -

1 certify that the above-mentioned company is wholly beneficially
owned by the Nigerian National Petroleum Corporation, Lagos,
Nigeria.

I also certify that the funds of USS9, 999. 673.00 sent to Capcom
Financial Services Limited on 3rd October 1988 are in no way
related to drugs transactions.

These declarations are made' on the basis of my full personal
knowledge of these facts.

A. ShaiU^
Managing Director



C
A
P
C
O
M
FI
N
A
N
C
IA
L
S
E
R
V
IC
E
S
U
M
IB
B

G
O
O
D
A
C
C
O
U
N
T

R
E
C
E
IP
T
S
A
N
D
P
A
Y
M
E
N
T
S
FO
R
T
H
E
P
E
R
IO
D
1
S
T
JA
N
U
A
R
Y
.
1
9
8
8
T
O
3
1
S
T
O
C
T
O
B
E
R
.
1
9
8
8

P
a
y
m
e
n
t
m
a
d
e
a
cc
o
rd
in
g
to

a

le
le
x
in
st
ru
ct
io
n
m
a
rk
e
d
fo
r
th
e
a
n
e
n
ti
o
n

o
f

J.

P
a
rr
y
fr
o
m
A
h
m
e
d
T
a
w
fi
ck
.
P
a
y
m
e
n
t
m
a
d
e
to
S
h
a
ka
rc
h
i
T
ra
d
in
g

A
G
.
a
tt
e
n
ti
o
n
D
a
v
id
M
e
h
a
n
n
c.
S
h
a
ka
rc
h
i
T
ra
d
in
g
h
a
v
e
a
cc
o
rd
in
g
to

a

'r
e
ce
n
t
p
re
ss
a
rt
ic
le
b
e
e
n
lin
ke
d
to
m
o
n
e
y
la
u
n
d
e
ri
n
g
.

C
h
e
q
u
e
d
ra
w
n
to
th
e
o
rd
e
r
o
f
N
a
b
il
S
a
id
M
o
u
ss
a

C
h
e
q
u
e
d
ra
w
n
to
th
e
o
rd
e
r
o
f
S
a
y
e
d
H
a
ss
a
n
A
b
d
e
l
H
a
fi
r.

C
h
e
q
u
e
d
ra
w
n
to
th
e
o
rd
e
r
o
f
D
e
y
a
a
E
l
D
e
in
A
kb
a
r

C
h
e
q
u
e
d
ra
w
n
to
th
e
o
rd
e
r
o
f
C
A
P
C
O
M
Fi
n
a
n
ci
a
l
S
e
rv
ic
e
s
Lt
d
.

C
h
e
q
u
e
d
ra
w
n
to
th
e
o
rd
e
r
o
f
A
d
d
M
ik
h
a
il
A
b
d
e
l
M
e
ss
ih

C
h
e
q
u
e
s
d
ra
w
n
to
th
e
o
rd
e
r
o
f
th
e
fo
llo
w
in
g

-S
a
y
e
d
H
a
ss
e
n
A
b
d
e
lh
a
fi
r

$
2
5
0
,0
0
0

-A
h
m
e
d
S
a
le
h
S
a
y
e
d
A
h
m
e
d

$1

5
0
.0
0
0

C
h
e
q
u
e
d
ra
w
n
to
th
e
o
rd
e
r
o
f
N
a
b
il
S
a
id
M
o
u
ss
a

N
a
tu
re
O
F
tr
a
n
sa
ct
io
n

S
o
u
rc
e
o
f
fu
n
d
s
n
o
t
kn
o
w
n
.

C
h
e
q
u
e
d
ra
w
n
to
th
e
o
rd
e
r
o
f
G
R
K
h
a
n

S
o
u
rc
e
o
f
fu
n
d
s
n
o
t
kn
o
w
n
.

C
h
e
q
u
e
d
ra
w
n
to
th
e
o
rd
e
r
o
f
G
R
K
h
a
n

S
o
u
rc
e
o
f
fu
n
d
s
n
o
t
kn
o
w
n
.

W
ir
e
tr
a
n
sf
e
r
fr
o
m
M
rs
F.
E
Is
a
y
e
d
M
a
n
si
.

A
U
T
H
O
R
IS
IN
G

S
IG
N
A
T
U
R
E
S

D
W
&
A
K
P

D
W
&
P
S

D
W
&
P
S

B
N

&

A
H
K

B
N
&
A
H
K

B
N
&
A
H
K

D
W
&
A
H
K

D
W

&

A
H
K

B
N
&
A
H
K

D
W
&
B
N

B
N

&

A
H
K

B
N

&

A
H
K

B
N
&
A
H
K

FU
N
D
S
R
E
C
E
IV
E
D

(P
A
ID
)

($
1
5
0
,0
0
0
)

$
1
,4
0
0
,0
0
0

$
9
9
,7
7
0

$
8
,0
8
7

$
2
0
0
,0
0
0

$
2
5
0
,0
0
0

$
3
4
,6
6
0

$
2
0
0
,0
0
0

$
1
0
,0
0
0

$
2
4
9
,9
6
5

$
7
0
0
,0
0
0

$
4
0
0
,0
0
0

$
1
6
2
,0
0
0

$
6
5
,5
0
0

lO
-F
e
b
-8
8

ll-
Fe
b
-8
8

11

-F
e
b
-
8
8

ll-
Fe
b
-8
8

1
5
-F
e
b
-8
8

1
5
-F
e
b
-8
8

l6
-F
cb
-8
8

1
6
-F
cb
-8
8

1
6
-F
cb
-8
8

l7
-F
e
b
-8
8

l8
-F
e
b
-8
8

l8
-F
e
b
-8
8

l8
-F
e
b
-8
8

lK
-F
e
b
-8
8

D
A
T
E

A
K
P
-
A
K
P
U
R
I.
D
W
-
D
C
R
IC
K
W
IL
LI
S
(c
x
m
a
n
a
g
e
m
e
n
ta
cc
o
u
n
ta
n
t)
.A
H
K
-
A
K
T
A
R
K
H
A
N
(c
re
d
it
co
n
u
o
llc
r)
.P
S
-
P
A
U
L
S
N
O
W
.
Z
A
-
M
R
.
A
K
B
A
R
.
B
N
-

D
A
S
H
IR
N
U
R
M
O
H
A
M
M
E
D
.



139

Exhibit 20(ii)
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Exhibit 10(j)

m
to
in
CO

O

>
D
CD

LU
CO

NTs

b
z

s

it
i I



142

Exhibit 10(ii)
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Exhibit 12(iv)
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Exhibit 12(v)
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Exhibit 13

This Agreement Is ude Chll vv»_^ day of Harcb 1988 betveeo

CAPCOM FINAKCLA1 SERVICES LIMITED of 5-13 St Andrew Street, Loodoo EC4A 3AE
("BROKER*)

tod

MR SYED RA2IUDDIN All AXMR of FO Box S917, Huttrah, Sultanate of Ooao
("CUSTOMER*)

1) Tne CUSTOMER acknowledges that he la the owner of accouot TV0Y2
aaiotalned by the BROICER aod that he la reapooalble for payaeot of the
debit balaoce lo that account.

2) The CUSTOMER acknowledges that the aald debit bolaoce stood at USS
15,3/0,655.87 as at 29th February 1968 aod that the balance continues
to attract Interest at a rate of 22 above the call deposit rate of
Manufacturers Haoover Truat Coapaoy, Loodoo for the currency concerned.
The CUSTOMER agrees that auch interest rtay be debited to the account.

3) The CUSTOMER undertakes to clear the debit balance lo the accouot lo
accordance with the following schedule.

1) Within 7 days of ilgnioj thii Agrceaeot - US* 5,000,000
11) By do later thao 30th April 198£ - USS 3,000,000

Hi) Ey oo later than 31st May 1988 - USS 3.000.00C
lv) Ey oo later thao 30th Juoe 1988 - the debit balance remaining

in the account ' //

SICKED BT THE CCSTOKEB

SICKED ON BEHALF OF TO COMPAKT
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Enhibit

FINLEY INTERNATIONAL LTD.

13 Sisic^f ".9££
■-t 31 =77 rH! j

The Manager
Nicole Esst Bank
1 Lomoard Street
London EC3

Dear Sir,

To the debit of our Account No. 047 133 002 with you, kindly pay
USSS,S00,000/- (Five million five hundred thousand) to Capcom Financial
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Exhibit U(iH)

FINLEY INTERNATIONAL LTD.

13 September '!9£2

The Manager
Middle fast Bank
1 Lombard Street
Loncor. fC2

Dear Sir,

To the deou o< our Acccan: No. 0^7 133 002 with you, kindly remit
USS<r,603,O0O/- (Two nil) ion six hundred thousand) value 19 September 1988
to Trade Development Bank, Geneva, Accou^^rnTRDSf: S with then.

Thanks and regards.

Yours faithfully,

G R Khan
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Exhibit IS

l£ CP
PRICE CHART "i -"cOnnODITy, CASH PRICE . El LUER( HANDYf.HAPnAN BSE PRI CENTS/TROY 02, ti
f -•■:•£gar-?''* to \UM2tU ?2?:::

i

i"
1 iw

---- ~
-j

. / ■ '•- :

. t ' - • " 1 :

. • t . •- T !• . ■: , . : : - «•:•••

■3.—Ztt'. i

* ■
-*

• •

i i ■ r,.r- . ;: i ■ •

THE ELOOMEEFi'J
•:••■>■.:• • - u .«"!.•«. • : : . - • .:■ i •••#. « ,'t t -»:.♦••» • • .4
. • . - i : , •<••r , :» i • . '♦#»♦! ::»!•*•

: • :?« . • ; .4 : •
" r. «t :•• :is*:«J

I. ::••«-•- • "• 4 *•.:■:*««; liwif,.'i:. *i'*ti*. "*»•♦•*i-4 k.j —-»>4 i i*- ::* »»-•! i« ii:«»r«'r - «



127



156



157

Exhibit I6(iii)

57-961 0-92-6
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Exhibit imi

cflpcom
Payment Authorisation

Description/Dcuils VUue Date Amount Debit Account

i7st>.

Paw<k-. c4 ^ypSbjoS,^^
t"|M|%S.

Total

$:>,aoo,oot>.

6 2>o i .

^ a.
loo, two .

ApprcMJStgrurures

(I) I

Jb,ueNoHT ti^jflia ACfouniC«Je '

— S" 5>
— or

3«_
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Exhibit IB

22 April 1988

Mr Shoaib Lakhani
Capcom Financial Services Limited
9-13 Si Andrew Street
London EC4

Dear Sir.

RE. ACCOUNT PERV.

As per the instructions of Mr Pervez Shahid. kindly debit his account

with you and issue the following cheques at your earliest:

1. USS100.000 "fuS Dollars one hundred thousand ) Fvg. Mr Shamsuz Zaman

2. USS1S3.390 *t US Dollars one hundred fifty three Fvg Mr Parvez Shahid
thousand three hundred ninetyK*^ ~)

3. ussi .680 •~(US Dollars one thousand six Fvg. Mr M R Shah
hundred elghtyf-^j}

A. USS4S0.000 IUS Dollars four hundred and fifty Fvg. Mr Raziuddin Akbar
thousand r-1^ ^

S. USS44.930 *"ius Dollars forty four thousand Fvg. M/s Finley
nine hundred thirty y>-*-^ International Ltd

Thanks and regards.

Yours faithfully.

Ziabbdin Akbar

Fuimo AJvixVY Serviw*iMml
la s. it..*. io7t«^i.«.R..J.i-«a..«i:ixin-/. uoi «*C777 i« om<mw ii. <MVft<juniau<i:
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Exhibit 1'
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Exhibit 20(H)
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Exhibit 20(lil)

1

eo
oo

r

§
<

B
UJ

^{2

EC

>

H ED Ctgf Ii £ °ml s

D O

xxxxxxgx<<<<<<"<zzz^^zgz
X X
< <

z z
CD C

gOocOOi©©©*©©C- *»©«"> r-> © — TOO
******

ocococeoeoacocecacoooc ecococococooecooocacoooo oo

U.U.U.U.U.U.U.U.U.U.II. Uu
— — — <A«A«bvC<ir^oeoe oc

M Q 2■<

■A

i <
op
oc 2?i
°? 2;

oe oLR— B <
< c=1



165

Exhibit 20(iv)
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Exhibit ?0(
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Exhibit ?0(vii)
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Exhibit ?0(vi)i)
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Exhibit Will)
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Exhibit 2Q(x)
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E.hiblt ?0(»ii)
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Exhibit 20(xiii)
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Exhibit 20(xlv)
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Exhibit ?0(xv)
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Exhibit JOUvi )
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Exhibit ?0(»v)i)
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Exhibit ?0(xiK)
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Exhibit 21

WALL STREET JOURNALS

Money-LauiuUring Bill

BERNE (R*ut*rl -TV S«10 Fed
eral CouacU afiwod u «pord Hp Jaatlce
Minister Elisabeth Koppi plus to make
man*} bumcWtaf, a crimt
Mn. Kopp «U ber mlniiuy would
produce a draft law to be tep to
parUamatt' by acrt eprtnj, makl&f k u
•ffcaae pwrJahable by at moth u Ave
yean' Imprisonment to conceal the
criminal origin of money.

Rehrrtn^ to the tosure by public

prooeevton ttU month (hat li bulk*
SwlM fnjtet (about f1 bilUoaj to fecal
dr*t nwaey may have been dawW
thrvufb Swiii buki, tfec aaM "It ku
become dear (bat mooey kutadertai la
Switzerland hai reached a teak which
nuke* k atceonry to tpe«d op (be
Introduction of a criminal la*."
. IV latest scandal baa proved an
embarrassment to Mn. Kopp. UaUl
October, ber hcobend, Kim, wi vice
chairman oL a lunch financial tnuiiar
company that proteevten wore qeoted

at aaytnr, had bandied money tram
Lebanese itvt smuftfen. Both be and
(he company, ShaharchJ Tradini Co.,
denied the alterations and ec chartri
have been brvufM afitact ottber.

TV money-la under 1*4 meuure will
be epU( off tram a ftaeral revision of
Swbi criminal law doe In the netf re*
yean. A* a rtruJt, tt will become law
•ooner, but probably not be/on ItJO.

3»1m bank* have criticised pceilral.

aary draft* of the law, which they taid

failed to eUrtlnriltfa between deliberate

and a«cUo«t money laundering TVy
also abject to police-type huicttou bdni
Impoted on baaha.
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Exhibit 22(

GENERAL SECURITIES CORPORATION

b:s Avenue Krieg
)2Co Geneva

Suisse

This loar, agreement is nade this .day of . . September EC

between Cenerel Securities Corporation ,
(referred tc as

r r c c r~~~~
:."! this ag.-eer.er.t ) end . :V? . r . Services L;rite:

. e.e.rc: tc as .;n this egreerer. t ) .

GLS ^ FA 9WKer"« r- wil1 l^d tc the following counts or,' the
following dotes for the purpose of purchasing property at . ???. ?f*> f }[
f.o&z , Lcr.con , WC1X 6?2

Date Anount

1-7.OS. 1966 £ 160,000.00

3C. 09- 195c I 1 ,^0,000.00

0:.1C.1966 I -7.779.2S

Cc :C.!9£c £ 6,9-0.25

22.:: :9=c £ i.092.*o

TOTAL £ 1,627.612.03 (Pounds one nillicn
■niiiiiinui six hundred and twer.:

seven thousand e : e
' :

hundred end twelve
and three pence cr.l;. 1

Lei- s:.;:: carr; interest et the rate of ?.".«. P«.r5.,.n.1 over the t«7
.:"^:t-rjrs Har.svcr Trust Co-par.;.-, London , such interest te;rg
it. J :.-.irg;d s: q.artcr.y rests on the last working cays of
. er lt.. "tctr.tcr ir. each year.

: Iter. ,^11 place -..it:: . F.-SS. . tfct

tr.d -..ill jr.d-irtakc- to register s.ch charges is

ate c
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Lo2". Arrec-cr.t cc~*.:.

r.ay desire frc-i tine to t:_e.

5) This loar. shall be repaid upon demand

prejudice to the foregoing, that full

years of the date of this egrecr.cn:.

but it is er.visoced. without

repayncnt will be rede within three

cr Cenerai Securities Corporation

' ••C«ci!c R.'NGGENSerg
*«tt:, Or cn B,6I,
*4 St. IVtftlM KfiCQ
12C2 GENEVE
Tel. (CSJ) <?£2 i3

SICKED ON EEHALF 0?
Futures Advisory Services Li- i ted ■

legalisation ds s:G::.-.T-j?.r

0 gA Vu par ::e Robert-Pascal FONTANET,
iPr.^-OU. soussi(;nei Oour legalisation de la signature

par Madame Cecile RINGGENBERG .
Geneve, le 17 fevrier 1987

nota i re
apposee

a Geneve-.
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fipcom Exhibit 2*(i)
Receipt Auinorisanon

De»crip(km/Dciaili Vjluc DjIC AlllllUMI Credit Auuun:

Cwmno

Gas

Total
^iS.OOD » .

it

1
— — o sr.

//So
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:hi-iddit/-ooiiitoimo'ooo'fit"s
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el■■■"WlOx-•■

SC-S-CiO*Md3:lIN

II'Vl'l*dt'tfltf*dWNil?*ISO'111N?W3Jd**H«dN*N>1"tUPMSM

fiivnr.ifc«4r-?'OltflWMV>inLJ.NI3:'d3NWi:0'■IMSdjdOiriV3«0/*
1*0*r,3nJOujr-3:dd:'3'd

rcioosen;idH:»?£,r•:•>!)tooo•
:■o

iDO.r.'H3"!id3-i*lli3HAVd-NilV'ISO""ITS*

■>isv"1*i;2-dt-rnOlriOT3iWi-aOH{ISZI>V:0-HJi3iV-rr<5:
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flpcom
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Exhibit 26

▲ iL'-lVlSOliMVoiJV.IIMJ

De^r :> . -vie' ,

We "ef*r tie : s:.ss:ns „-;ers . greo nac witn you regarding oo:aining

funds for C«0C:i :'.ntnci»: ierv.ces fren Pred'.iect Investments
Lotted,

Wicktas Ciy, £cx 3c2, ■ZiZ ":*n, Tortc'ii, British Virgin Is lands.
-

It was agrees m our o : sc:.ss ions that for every tranche we obtained t'cr
Capcof . Cir-ci «cj'c oty js 2% (two percent) cosaission on the principal

sum, j-; '.n-s xCj'.o :e oa-c '.: js ;.ir:e*ly.

As you are i-i'e, t.ne *•>$: trj'.cr.e ?f J S£"!C Mi 1 1icn has been credite:
to yCur icccur,; «ifl ">-.''a:*. jrers Her.cver Tr-jSt. New York. We Shou'::

appreciate if you -cjlc kinciy forward to us the requisite receipt so

that we can pass it on to our clients, Predilect tnvestme- ts Limited.

Please r::e -. a: interest for "reci'ect should te paid to:

-anjfac.jrers Minever Trust, New York
for Osterre'.chische Landerbank AG. Vienna

for ere:;: of Preoilect Investments Limited
USD Su; Account CAPCOM l3a-i?0-OSa/S2/200

Please a's: nets tna: :ur 2". should :e renitted quarterly to:

Lloyds 3a-< Pic
One Seao:r: P 1a2i
199 Water 5:ree:
New Yorn, Ne« ror< '.CC33

for ere:.: :f ^loyds 3an< 3lc - S«iss Cottage 3ranch
K£ finci'ey *oac
endon NW3 5J J
?cr JSC Ac::«r.t *;'i22?:"C - Alaas Holdings Limited

We should jooreciite :? jZj -ojIc finely acknowledge your agreement
of

these te*as Jnc '*:»:;: :* *.iese instructions ay sieving and
returning

the endrsec cosy :•" t'S *.r:*.f.

Thanking yC, ^
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QUESTIONS FOR ROBERT MAGNESS

1. When you first met Mr. Akbar in the summer or early fall
of 1983, whom did he identify as his "wealthy Arab clients"?

2. How did Mr. Akbar represent himself to you? Did he
indicate to you at that time that he worked for BCCI?

3. Prior to meeting Mr. Akbar what did you know about BCCI?

4. Did Mr. Romrell introduce you to Mr. Akbar? Was he
present at your meeting with Mr. Akbar? What was the date of
the meeting?

5. What were the "prior, reportedly satisfactory business
dealings with Akbar' engaged in by Romrell?

6. Did you understand from Mr. Romrell that he had
conducted any business with BCCI? Did he specify any
business dealings with BCCI at that time or at any later
date?

7. For whom did you understand Mr. Puri worked?

8. Was the other person who accompanied Mr. Akbar and Mr.
Puri at your meetng in 1983 a man or a woman? What was the
nationality of this individual? For whom did this individual
work?

9. How did you learn that Mr. Akbar had made or arranged
certain Colorado investments for his principals resulting
from the trip?

10. Who approached you to invest in the Steamboat Springs
condominium project?

11. How much did you invest?

12 . Who at BCCI arranged the financing for the Steamboat
Springs condominium project? Please specify the names and
locations of each person at BCCI with whom you dealt in
connection with this project, and their role.

13. What was the amount of financing provided by BCCI?

14 . How did you communicate with BCCI concerning this
project? Were any Arab investors involved in this project?
If so, please identify each one.
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15. Prior to your investment in the Steamboat Springs
condominium project, had you ever financed an investment with
a Middle Eastern bank? If so, please identify each one.
16. Where is Winterwood Associates, Inc. incorporated?
Please identify the directors of Winterwood Associates.

17. When was the loan from Winterwood Associates paid off?

18. Where is Amigo Farms, Inc. incorporated. Please identify
the dierctors of Amigo Farms Inc.

19. Whom at Amigo Farms Inc. arranged for a line of credit
from BCCI? In what amount?

20. How did Mr. Romrell describe the financial brokerage
firm in London when he first approached you for start-up
capital?

21. Who did he identify as the other investors? Please be
as specific as possible, identifying each individual by name
and nationality.

22. Did Mr. Romrell indicate to you that Mr. Adham had been
a former chief of Saudi intelligence? If not, when and how
did you learn this information?

23. On what basis did you come to the conclusion that the
investment in Capcom "seemed to make economic sense"?

24. Do you know Mr. Kerry Fox?

25. What did you understand Mr. Fox's role to have been in
Capcom?

26. In 1986 you "dropped in on at the offices of Capcom in
London." What was the purpose of your trip to Europe?
27. Why did you visit the offices of Capcom? Did you arrive
unannounced or had you contacted Capcom prior to your
arrival?

28. Did Mr. Abedi or Mr Naqvi, or any other BCCI officer,
attend the Christmas party?

29. Please describe the dates and substance of any
communications you have had with Sheik Khalil.

30. Prior to your investment in Capcom, had you ever invested
in any commodity futures firm?

31. What can you recall from any of the "periodic
conversations" you had with Mr. Romrell concerning Capcom?
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How many conversations did you have? What did you discuss
specifically?

32. Do you know or have you ever met Mohammed Rahim Irvani,
Ali Irvani, or Bahman Irvani? If so, please specify the
circumstances .

33. Do you know or have you ever met Clark Clifford? If so,
please specify the circumstances.

34. Do you know or have you ever met Alfred Hartman? If so,
please specify the circumstances.

35. Did you ever take out any loans from Capcom, or any
Capcom affiliate. If so, please specify the purpose of each
such loan, the date incurred, the amount of the line, the
terms of the loan, the date the loan was repaid, and the
source of funds for repayment of any such loan.

36. What was the source of funds for the $90,000 you invested
in Capcom? Did you take out any loan for any portion of this
investment ?

37. Did you receive any payments or gifts of any nature
whatsoever from Capcom, its affiliates, officers, or
directors since the late summer or early fall of 1983?
38. Please identify all financial transactions pertaining to
Capcom involving more than $5,000.

39. Do you know Charles Howard? If so, please specify the
circumstances. In the event you have undertaken any business
or investment activity with Mr. Howard, please identify the
name, date, and nature of the activity.
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Bob Magness
4725 S. Holly St.
Englewood, Co. 80111

May 12, 1992

Senator John Kerry of
Massachusetts

United States Senate
Washington, D.C.

Dear Senator Kerry,

I understand from members of your staff that the
Subcommittee that you chair is looking into BCCI and has
questions about an English commodity futures brokerage firm
called Capital Commodities Dealers Ltd. ("Capcom") that your
staff thinks 1 might be able to answer. I would like to
help. Therefore, after consultation with the staff, I
provide this letter because your staff indicates that you do
not wish to burden sources of information unnecessarily. I
hope you concur, in light of the information provided In
this letter, that any further information required of me can
be provided informally.

What 1 understand about the Subcommittee's interest is
derived from discussions with Messrs. David McKean and
Jonathan Winer of your staff. The focus is on what I knew,
by virtue of being a director of Capcom or otherwise, about
Capcom and its relationship with BCCI. In October 1988
Capcom was indicted by a federal grand jury in Tampa,
Florida for money laundering activities with which BCCI was
allegedly associated. Thus I understand why given the
Subcommittee's interest in BCCI, it might want to know about
Capcom and my association with it.
Actually, there is not a lot I can tell about Capcom

and my association with it.
A business associate of mine, Larry Romrell, had had

some prior, reportedly satisfactory business dealings with
Mr. Akbar involving the sale or financing of some ski resort
property Larry had developed. Larry described Mr. Akbar as
a banker in whom he had developed some trust and confidence.I do not recall that Larry, or Mr. Akbar, mentioned which
bank Mr. Akbar was with. Even had he mentioned BCCI it
would have meant nothing to me at the time. I knew nothing
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about BCCI. Larry and I were interested in selling certain
ranch properties in which we owned an interest. He thus
thought I might want to meet Mr. Akbar as a prospective
buyer .

I met Mr. Akbar on only two occasions and I believe I
spoke with him on only one other occasion by telephone. Ifirst met him in the late summer or early fall of 1983 when
he came through Denver to look at some possible investments
in Colorado ranch, ski resort or commercial office
properties for one or more of his clients. This was a
period when there was a lot of reported investment activity
by oil rich Arabs in the United States generally, and
Colorado in particular. He did not identify his clients to
me .

All I recall of the meeting is this. Returning from a
trip to visit farms and ranches owned by my associates and
myself Larry and four of our farm associates brought Mr.
Akbar to my office in Denver with a young colleague, Mr.
Puri, and perhaps two junior colleagues, about whom I have
no particular recollection. Mr. Akbar was introduced as an
investment representative and adviser to several wealthy
clients. My impression was that Mr. Puri worked with or for
Mr. Akbar. Since there were nine or ten of us in the
meeting, we only had a brief conversation about Colorado and
the ranches. Then, Larry Romrell and Bob Saffell took Mr.
Puri and one of his party to see a condominium project in
Steamboat Springs. They felt that the condos were too small
an investment for them. While no sales resulted from their
visit they did indicate an interest in financing this
project for a U.S. Group.

The financial proposal to finance the purchase of the
Steamboat Springs project was on terms that I thought of as
commercially attractive, although not unusually so, a
secured loan one percentage point over the quarterly London
Interbank rate. Once that financing was in place, at
Larry's invitation, I joined with Larry and a mutual real
estate broker friend as a 33.33% investor in the fourteen
condominiums in January 1984 through an entity, Winterwood
Associates, Inc., a Colorado corporation. BCCI loaned
$2,000,000. for the Winterwood project. Some months later,
another venture in which I have a 33.33% interest, Amigo
Farms, Inc., another Colorado corporation, arranged for a
$180,000. line of credit with BCCI on comparable terms.
Those two borrowings are the full extent of my business
dealings with BCCI. All communications and negotiations
with BCCI about their initial financing of these ventures
was conducted by Larry. I had no previous experience with
BCCI or any Mideast bank or bankers. In neither of these
investments were there any Mideast investors or directors, is

About June 1984, sometime after Mr. Akbar 's trip to
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Denver, Larry Romrell told me that Mr. Akbar or Mr. Puri had
invited him, and me if I wished, to join with other
investors and provide a one-percent share of the start up
capital for a financial brokerage firm in London to trade
for their existing clients and new clients. After a brief
discussion of the prospects for the venture with Mr.
Romrell, I agreed to buy a 1% interest for approximately
$15,000. i really don't recall very much of the details of
what Larry discussed with me about the new firm, other than
that Mr. Akbar or Mr. Puri expected it to succeed on the
basis of their ability to persuade their existing stable of
clients and others that they would attract, to trade through
it. I understood that my subscription price was the same
per share as the other investors. I was not offered
anything for my investment beyond the interest in Capcom.
Nor was I offered anything as an inducement to become a
member of Capcom' s board of directors. I simply understood
the board was to be made up of the investors. I do not
recall whether the other directors were identified, although
it is possible they were. I do not recall mention of a Mr.
Adham and/or that a director was a former chief of Saudi
Intelligence .

Although I had never before invested in a commodities
futures firm, I did decide to invest in Capcom for no reason
other than my concurrence in my colleague's view that the
investment seemed to make economic sense. If Mr. Akbar and
Mr. Puri had the clientele they were thought to have, it
seemed a pretty good basis for such a venture. The
investment itself involved a very small portion of my net
worth. As it turned out, that was a good thing since I lost
every penny I invested in Capcom, a total of about $90,000.
which I borrowed from a local Denver bank. Your staff have
asked whether I ever received any payments or gifts of any
nature whatsoever from Capcom, its affiliates, officers or
directors since the late summer or early fall of 1983. The
only gifts I ever received were a Parker pen at Christmas
and a watch at our first meeting, a customary tradition of
foreigners who bring a gift when they first meet you in
person. Neither of these gifts were expensive. The obvious
exception is my colleague Larry Romrell and in that instance
nothing out of the ordinary given that ay family and his
enjoy a close personal relationship.

In September 1985, my first wife died in Frankfurt,
Germany on a Sunday. At the request of Larry, Mr. Puri
wired, as I recall, $100,000 from Capcom to me in Frankfurt
on Monday morning in case of emergency expenses. Due to
time zone differences money wired from Denver would not have
arrived until Tuesday. As it turned out, the money was not
required and returned to Capcom in two or three days.

Insofar as my involvement in the business of Capcom is
concerned, that is also rather straightforward. I had
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virtually no involvement in the business as a one-percent
shareholder. I transacted no business with Capcom. The
only role I ever played was as one of the members of
Capcom 's Board of Directors. Even as to that, I never was
required to attend a single meeting of the Board of
Directors, and I never did. I did periodically receive
requests to approve, by proxy or signature, rather routine
corporate resolutions, mostly opening accounts and the like,
and I did that. I also received a few reports from time to
time. They consisted entirely of financial statements from
Capcom 's auditors — who were Arthur Anderson I Co. ~
occasional board minutes and periodic oral reports from Mr.
Romrell. All of these conveyed apparent normal progress of
a lawful business.

Your staff have also asked if I have had any personal or
business dealings with any of the directors of Capcom (other
than of course with Mr. Romrell) . The answer is no except
that I met with Mr. Puri a couple of times during his visits
to the U.S. Moreover, except for the social event described
below, I do not recall ever meeting or communicating with
Sheik Khalil. I did not ever meet Sheik Pharon, or Mr.
Adham, or anyone identified as their associate. My only
contact is that we were all directors of Capcom at some
point. I understand that you have gotten a separate report
from TCI that affirms the lack of any business relationships
with TCI and any of these men or their known affiliates.
In December 1986 on a return trip from Europe totally

unrelated to anyone or anything connected with BCCI or
Capcom, Larry and I visited the offices of Capcom in London.
What I saw there was wholly consistent with the impression I
previously had from the auditors' reports and from Mr.
Romrell. It was a busy fairly modest trading office, with
people apparently earnestly engaged in their trade. As it
was the holiday season, Larry and I and our families joined
a Capcom employee Christmas party that night. I do not
recall meeting a Mr. Abedi or Nagvi or anyone I understood
was a BCCI officer that evening or thereafter. Mr. Akbar,
Mr. Puri and Sheik Khalil were there, but no business was
discussed in my presence. Since wives and children were
present, it was a purely social evening for us.
I never visited the Chicago offices of the Capcom

affiliate that was on the Chicago Board of Trade. X was not
a director or officer of that entity. Insofar as news
reports of me investing in that firm, what I think actually
happened was that the shareholders of the London firm were
allocated shares of the Chicago subsidiary by virtue of
their ownership of the London firm. In any event, it is ay
clear recollection that the only money I invested in any
Capcom entity was the $90,000 I ultimately invested in the
London unit.
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As I mentioned, I believe I only had one other
conversation with Mr. Akbar. It was a telephone call from
him. I do not recall anything of the conversation except
that I could not understand him because of his accent and
the poor connection. Probably for that reason, he never
called me again nor did I call him. For that Batter,
putting aside those portions of my periodic conversations
with Mr. Romrell that touched on Capcom from time to time, I
do not recall that I ever called anyone from or about
Capcom, nor do I recall ever being called by anyone else
from or about Capcom.

Thus, as you can imagine, I was totally shocked and
deeply embarrassed when I learned in October 1988 that
Capcom had been indicted. I believe I learned it from Mr.
Romrell when he reported to me that he had gotten a call
from a Capcom employee, John Parry an Englishman in London,
reporting the event and, as I recall, asserting to Larry
that it was all a mistake.

Once I got the news, I spent a fairly brief period
unsuccessfully trying to get my investment returned to me,
and resigned from the Board as did Mr. Romrell.

That is the story of my involvement with Capcom.

It has resulted in expected, but nonetheless painful,
press speculation of something more sinister than the simple
truth that I was just plain defrauded. But that is all
there was. As you might expect, I have searched my memory
and still I am left with the conclusion that I knew nothing
that would have led me to suspect any involvement in money
laundering or similar activity.

I have drawn some consolation from a transcript that my
lawyer obtained through a FOIA request of a federal
undercover agent's meetings in London with Mr. Akbar. I
understand your Staff has a copy of that transcript. In it
Mr. Akbar explained at least three times that Larry Romrell
and I were deliberately kept in the dark by the Capcom
managers. That is certainly true. I had absolutely no idea
that Capcom was involved in any unlawful activity.
Accordingly, while I understand why the Subcommittee

would like to know the story, I am hopeful that this
information answers those questions.

In addition to the foregoing, you have asked a few
other questions to which I would like to respond.
I have never met Mohammed Rahim Irvani, Ali Irvani,

Bahan Irvani, Clark Clifford or Alfred Hartman. I do not
know any of these people personally, and have had no
dealings with them. However, I did know Kerry Fox quite
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well in the late 1960's and early 1970's. Kerry was a sales
representative for some major U.S. suppliers that made sales
calls on our microwave division. I never discussed any
matter concerning BCCI or Capcom with Kerry. To the best of
my recollection, I have not seen Kerry in the past eight to
ten years.

Please advise me or my counsel if there remain any
questions .

Subscribed and affirmed before me this 13th day of May 1992

Commission Expiration Date

Notary Public
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JOHN VEBRN

Hnited 3tatcs 3cnatc
WASHINGTONDC20510

June 9, 1992

Mr. Bruce F. Black
Holme, Roberts and Owen
Suite 4100
1700 Lincoln
Denver, Colorado 80203

Deer Mr . Eieck:

As : indicated to you on Monday, the Subcommittee is
interested in following up on the interview held with Mr. Romrell
in our offices on June 5, 1S92. I am therefore sending along a
set of questions which the Subcommittee requests be answered in
affadavit fcrr. and provided to our offices no later that June 25,

Thank you for your continued cooperation. Should you have
ar.y questions, please don't hesitate tc call me at (202) 224-
2742.

DaviH McKeah v
Investigative Counsel

57-961 174
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QUESTIONS FOR KR . LARRY ROMRELL

1 . ) Where were you born?

2. ) Where were you educated?

3. ) Where were you first employed after school? Please describe
the nature of the business and your responsibilities .

4. ) When did you first meet Mr. Kerry Fox? How often did you
have contact with Mr. Fox during the decade of the 1960 's
(weekly, monthly, semi-annually)? During the the decade of the
1970 's ? During the 1980 's ? Please tell the Subcommittee what
you know about Mr. Fox' professional background.

5. ) When did you first meet Mr. Robert Magness? Please describe
your relationship with Mr. Magness as it has developed over the
years .

6. ) Do you know if Mr. Magness knows Mr. Fox? If so, when did
you learn this? Please describe the relationship between Mr.
Magness and Mr. Fox as you understand it.

7. ) Do you know if Mr. Fcx has a security clearance? If so, how
do you know this?

8. ) When did you become General Manager of Western Mountain
Microwave? What was your salary at this time?

9. ) During the 1970 's did you receive a security clearance from
the U.S. government? Please list the agency which gave you the
clearance. Please indicate the level of clearance, the date
granted and the date terminated.

10. ) On how many occasions (projects) did you use your clearance
during the decade of the 1970's? During the 1980's?

11. ) As the General Manager of Western Mountain Microwave, did
you travel overseas for business purposes? To what countries?
Please describe the foreign projects on which you worked? Was
Kerry Fox involved in any of these projects? If so, please
specif iy the substance of each such project.

12. ) When did Western Mountain Microwave become part of TCI?
When did WTCI spin off from TCI? Why?

13. ) When did you become a Vice-President of WTCI? What was your
annual salary as a WCI Vice-President?

14. ) As Vice-President for WTCI did you ever travel overseas on
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business? Please describe the projects you worked on and whether
or not they required use of your security clearance.

15. ) When and how did you first meet Z.A. Akbar?

16. ) What did you understand Mr. Akbar's employment to be?
Did Mr. Akbar indicate that he was interested in purchasing real
estate in the West for wealthy Mid-East clients? Did he identify
those clients to you? When did you first learn that Mr. Akbar
represented Kr . Khalil?

17. ) When did you first meet Kr. A.R. Khalil?
18. ) Did you understand Mr Khalil to have been employed by the
Saudi government (if so, in what position(s)? Did you learn that
he had connections to any intelligence agencies? If so, please
specify how you learned this information?

IS. J Cic you ever learr. that Kr. Khalil was meeting with
representatives cf the Federal Reserve in Washington D.C. in
April, 1981? If so, from who, and on what date?
21. ) rid you introduce Mr. Akbar to Mr. Magness?

22. ) rid you introduce Kr. Khalil to Kr. Kagness?

23. ) Flease identify all real estate ventures in which you were
involved with Kr . Khalil as a partner, manager, broker, or any
other capacity.

24. ) Regarding each purchase of real estate in the United States
by Kr. Khalil, please specify your understanding of the purpose
of the purchase -- governmental, business, investment, personal
use, ect . ?

25. ) Did BCCI provide the financing for these real estate
projects? Please provide the terms for any financing provided by
BCCI on each project. Why did you deal with BCCI rather than a
local American bank?

26. ) During the period 1981 to 1984, did you ever visit any of
the BCCI offices? Where? Which BCCI officials were you
introduced to?

27. ) Did you ever have any discussions about the
telecommunications business during this period with Mr. Akbar,
Mr. Khalil or with anyone associated with BCCI? If so, please
specify the substance of such discussions.

28. ) One of the documents that you provided to the Subcommittee
indicates that in 1982 you offered to manage BCCI's investments
in the United States . What investments had BCCI made in the
United States? Who did you understand to have been managing
those investments? Did BCCI encourage you to propose
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investments? What were you told that you would receive in
return? Did you receive any payment from BCCI at any time? If
so, please specify the amount received and the purpose of the
proposal .

29. ) What investments did you suggest to BCCI? Please brieflylist all proposals, including relevant dates.
30. ) Please specify if any of your proposals were acted upon?
How many involved the communications industry?

31. ) Did any employee or official of BCCI ever provide
introductions to any employee or official of TCI or WTCI in the
Kid-East? If so, please specify.

32. ) Did TCI, KTCI or any related entity ever supply any
communications equipment to Iraq? To any country in the Middle-
East? If sc, please specify.

33. ) Did TCI, WTCI or any related entity ever have any contact
with any branch, or official connected to the National Banco
Lavaro? If so, please specify.

34 . ) Did the Saudis or anyone f rorr. BCCI ever recommend any
individual for employment at TCI or WTCI?

35. ) In 1984 was TCI in an expansion and acquisition mode?
Was WTCI in an expansion and acquisition mode? If so, how was
that expansion financed?

36. ) What is TCI, England? When was it established, and for what
purpose?

37. ) Have you ever had any role in TCI, England?

38. ) Have you ever visited the offices of TCI, England?

39. ) To your knowledge, has Mr. Akbar, Capcom, BCCI, or any BCCI
shareholder ever had anybusiness dealing, or proposed business
dealing with TCI, England? TCI, U.S., or any related entity?

40. ) Please explain a March 19, 1984 letter from you to Mr. Akbar
in which you claim to have "established a $100,000 credit line
with which to purchase stock and, in addition that you have
authorized me to purchase stock in your behalf up to a $100,000
limit." Did you, in fact, establish a joint credit line? For
what purpose?

41. ) Why were you chosen to be a director of Capcom?.

42. ) Did you have any background in the commodities markets?
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4 3.) During the time that you were a director of Capcom, did you
ever provide any advice or. the operations or management of
Capcom?

44. ) How many Capcom Board of Directors meetings did you attend?

45. ) Did you ever attend any of the BCCI annual conferences?

46. ) As Chairman of the Board of Capcom, did you ever travel
overseas? If so, for what specific purpose?
47. ) What was your initial investment in Capcom?
How did you decide to make your investment in Capcom?

46.) What was the initial capitalization of Capcom?
4 r . ) How many shares cf stock did you hold of Capcom at its
inception?

5C.) How much money did you and Mr. Magness ultimately invest in
Capcom?

51 . ) How much of your total investment in Capcom was financed?
Khc provided the financing?

52. ) How many shares of Capcom stock did you ultimately hold?

52.) When, and from whom, did you first hear the name Paten
Holdings? At the time, what did you understand Paten Holdings to
be? What do you now understand Paten Holdings to be?

54. ) Did you ever hold stock on behalf of Mr. Z. Akbar? Why?

55. ) Did you consult any counsel as to the legal consequences of
holding stock on behalf of another individual? If so, please
specify .

56. ) Did you at any time and for any purpose ever act as a
nominee for Mr. AXbar, Capcom or BCCI? If so, please specify.
57. ) What is Peniel Investments?

58. ) Have you ever met Cecile Ringenberg? If so, please specify
the date, location and substance of the meeting(s).

59. ) Who is Robert Powell? Did Mr. Akbar or Mr. Khalil ever
discuss Mr. Powell with you? When did Mr. Powell become a member
of the Capcom Board of Directors? What was the sice of his
holdings in Capcom? Did the size of his holdings change over
time?

60. ) What was ZASK? What did ZASK stand for?
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61 . ) What was the Ixora account? Did you help to establish an
Ixora trust in the Cayman Islands? What legal counsel did you
use? Who refered you to the legal counsel?

62. ) Did you have signatory power over an Ixora bank account?

63. ) Do you currently and have you ever maintained an offshore
banking account? If so, please provide the name of the
institution, relevant dates, account numbers, and approximate
current value of the accounts.

64. ) What was the Capital Fund? When and how did you learn that
Kerry Fox was a director of the Capital Fund?
Did you ever discuss the Capital Fund with Kerry Fox?

65. ) During the period that you were the Chairman of the Board of
Capror., or. how many occasions die you meet with Mr. Akbar? With
Kr . Khalil? Cic you ever meet Kr . Powell? Did you ever Mr.Kamal
Adham?

66. ) What was the rationale behind the 1987 corporate
reorganization of Capcor. V . S . A . ?

67. ) Was there an investigation by the Chicago Board of Trade
during this period? Did investigators from the CBOT interview
you at this time? Has anyone frorr. any of the regulatory
exchanges ever interviewed you?

68. ) Do you know or have you ever met any of the following
individua Is :

Kr. Charles Hostler?
Kr. Richard Helms?
Kr . Raymond Close?
Kr . Robert Altman?
Kr . Kohammed Hanunoud?
Kr. Roy P.K. Carlson?

69. ) Please describe the process by which you made documents
available to the Subcommittee? Where were the documents held?
Did you turn over all relevant documents?

70. ) Please provide the Subcommittee with a list of allpolitical contributions which you have made during the last 12
years. Did anyone from BCCI or Capcom ever ask you to make a
political contribution to any U.S. politician?

71. ) Have you ever visited Oman? Do you know if Mr. Fox has ever
visited Oman?
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ANSWERS OF LARRY ROMRELL TO QUESTIONS FROM SENATE
SUBCOMMITTEE

1. QUESTION: Where were you born?

ANSWER: St. Anthony, Idaho on December 30, 1939.

2. QUESTION: Where were you educated?

ANSWER: I graduated high school in Pocatello, Idaho.
After I graduated high school, I attended a technical
school connected to Idaho State College for one year,
where I studied electronics.

3. QUESTION: Where were you first employed after school?
Please describe the nature of the business and your
responsibilities .

ANSWER: Just before the 1959 school year was over I
obtained a job at Pocatello's first television station,
installing the studio and transmitter equipment. I later
helped operate this equipment. I believe sometime in
late 1960 the television station lost its network
affiliation with NBC to a competing station in Idaho
Falls. All of the employees were let go and I found
employment in Salt Lake City with a subsidiary of Time,
Inc., which was bought out shortly after I went to work
there by Columbia Pictures. My primary responsibility
was operating transmitter equipment for their station
KTVX. Also housed in the same building, which I
operated, was the local educational broadcaster's
equipment as well as an FM station.
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QUESTION: When did you first meet Mr. Kerry Fox? How
often did you have contact with Mr. Fox during the decade
of the 1960's (weekly, monthly, semi-annually)? During
the decade of the 1970's? During the 1980's? Please
tell the Subcommittee what you know about Mr. Fox's
professional background.

ANSWER: I first met Kerry Fox in approximately 1962 or
1963. He was with Collins Radio Company of Dallas, Texas
at that time. Collins was one of our principal suppliers
of microwave equipment. During the 1960 's I had contact
with Mr. Fox approximately semi-annually. During the
1970's I had contact with Mr. Fox approximately monthly.
From approximately 1981 through 1984, when Mr. Fox and I
were engaged in real estate investments together, I had
contact with him approximately weekly. After 1984, my
contact with Mr. Fox was sporadic but infrequent.
Mr. Fox's professional background, as I know it, is

based on information from him. It is my understanding
that he worked with Aramco Oil Company and then, I
believe, Collins Radio in Dallas. He spent a snort time
with Martin Marietta in the commercial microwave effort
and then returned to the company which acquired Collins
Radio, Rockwell Radio Division. Eventually, he left
there for his current position. During all of my
association with Mr. Fox I always believed him to have
the highest personal integrity, and I never saw anything
that caused me to question his honesty and
trustworthiness .

QUESTION: When did you first meet Mr. Robert Magness?
Please describe your relationship with Mr. Magness as it
has developed over the years.

ANSWER: In 1961, for personal reasons, I decided to look
for a job in Montana. I contacted Mr. Magness 's chief
engineer, who I had met during my employment with the
Pocatello broadcast station, and was tentatively hired by
him subject to an interview with Bob Magness. The date
of hire was March 1, 1961. I met Bob Magness at his
office sometime during the second week of March in 1961.
We became close friends and have remained so to this day.
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6. QUESTION: Do you know if Mr. Magness knows Mr. Fox? If
so, when did you learn this? Please describe the
relationship between Mr. Magness and Mr. Fox as you
understand it.
ANSWER: Mr. Magness knows Mr. Fox. I do not know when I
learned this, but I believe they have known each other
since the early 1960's. Mr. Fox was an officer in a
company with which we did a lot of business. I believe
that the relationship between Mr. Magness and Mr. Fox has
always been related to our purchases of equipment from
Collins and Rockwell.

7. QUESTION: Do you know if Mr. Fox has a security
clearance? If so, how do you know this?
ANSWER: I do not know if Mr. Fox has a security
clearance .

8. QUESTION: When did you become General Manager of Western
Mountain Microwave? What was your salary at this time?

ANSWER: I became General Manager of Western Microwave in
approximately 1964. My salary at that time was
approximately $24,000.

9. QUESTION: During the 1970's did you receive a security
clearance from the U.S. government? Please list the
agency which gave you the clearance. Please indicate the
level of clearance, the date granted and the date
terminated .

ANSWER: I received a security clearance on May 31, 1972
from the Defense Industrial Security Office in Columbus,
Ohio. My level of clearance was Secret. As part of a
corporate decision to get out of the government
contracting business, all corporate employees' security
clearances were terminated in 1992. My clearance was
terminated on March 6, 1992.

10. QUESTION: On how many occasions (projects) did you use
your clearance during the decade of the 1970's? During
the 1980's?

ANSWER: I do not recall ever using my clearance or
seeing any classified information or documents. My
understanding is that I had a clearance because I had
managerial responsibility over projects that aay have
related to classified material, and that everyone
associated with such projects was required to obtain a
clearance.

-3-



211

11. QUESTION: As the General Manager of Western Mountain
Microwave, did you travel overseas for business purposes?
To what countries? Please describe the foreign projects
on which you worked. Was Kerry Fox involved in any of
these projects? If so, please specify the substance of
each such project.

ANSWER: There was never a company called Western
Mountain Microwave. There were two companies, one called
Western Microwave, and one called Mountain Microwave.
In approximately 1974, I travelled overseas to

Coventry, England on the invitation of GEC to look at
equipment developed by GEC. I spent approximately one
week at GEC's facilities. Kerry Fox was not involved in
this project in any way.

12. QUESTION: When did Western Mountain Microwave became
part of TCI? When did WTCI spin off from TCI? Why?

ANSWER: I believe that Western Microwave and Mountain
Microwave became subsidiaries of WTCI, a subsidiary of
TCI, in 1970 when TCI was organized. WTCI was spun off
from TCI in 1984 as a separate public company in which
TCI did not own any shares.

13. QUESTION: When did you become a Vice-President of WTCI?
What was your annual salary as a WTCI Vice-President?

ANSWER: I became a vice president of WTCI in about 1984
at the time that WTCI was spun off from TCI. My annual
salary at that time was approximately $38,000.

14. QUESTION: As Vice-President for WTCI did you ever travel
overseas on business? Please describe the projects you
worked on and whether or not they required use of your
security clearance.

ANSWER: I travelled overseas on business to Saudi Arabia
in approximately 1975 with Kerry Fox as part of WTCI's
contract with Rockwell to install microwave equipment in
the Saudi desert. We were there for approximately 10
days, during which time I did not meet or have any
contact with any Saudi officials. I also travelled
overseas on business on several occasions to Sarajevo and
Belgrade, Yugoslavia with ABC television in connection
with the television coverage of the 1984 Olympics. Mo
security clearance was required for any of these
projects. See also my answer to question 11.

-4-
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15. QUESTION: When and how did you first meet Z.A. Akbar?

ANSWER: I first met Mr. Akbar sometime in the fall or
winter of 1980-81. See also answer to question 16.

16. QUESTION: What did you understand Mr. Akbar 's employment
to be? Did Mr. Akbar indicate that he was interested in
purchasing real estate in the West for wealthy Mid-East
clients? Did he identify those clients to you? When did
you first learn that Mr. Akbar represented Mr. Khalil?
ANSWER: In 1980 and 1981, Kerry Fox and I were building
a duplex in Vail, Colorado. We intended to sell the
larger unit of the duplex to cover the costs of buying
the land and building the duplex. Mr. Fox suggested that
he might know of a prospective buyer, Sheik Khalil. Mr.
Fox contacted Mr. Khalil to see if Mr. Khalil was
interested. I understood that Mr. Khalil told Mr. Fox
that Mr. Khalil would be sending his solicitor to look at
the property. Mr. Fox and I went to the Denver airport
to meet Mr. Khalil's representative and met Mr. Akbar.
When I first met Mr. Akbar, I understood him to be

Mr. Khalil's representative and that he had travelled to
Colorado, on behalf of Mr. Khalil, to look at the Vail
duplex built by Mr. Fox and myself. Sometime during that
visit I also learned that Mr. Akbar was associated with a
bank called BCCI. Either at that first meeting or
sometime after, Mr. Akbar told me that he represented
other wealthy Mid-East clients, whom he did not identify
to me. Sometime after that first meeting, Mr. Akbar told
me that his clients might be interested in investing in
Colorado real estate.

17. QUESTION: When did you first meet Mr. A.R. Khalil?
ANSWER: I met Mr. Khalil sometime in the late winter or
spring of 1981 when Mr. Khalil came to Colorado to look
at the Vail duplex.

-5
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18. QUESTION: Did you understand Mr. Khalil to have been
employed by the Saudi government (if so, in what
position(s) ) ? Did you learn that he had connections to
any intelligence agencies? If so, please specify how you
learned this information.

ANSWER: Mr. Fox spoke to me about Mr. Khalil before I
ever met Mr. Khalil. Mr. Fox described Mr. Khalil as a
wealthy Saudi businessman, and I believe that Mr. Fox
mentioned that he had prior business dealings with Mr.
Khalil. At some point, and I do not recall the source or
time, I got the impression that Mr. Khalil had been
connected with Saudi intelligence. These impressions
were never confirmed, and I never discussed the subject
with Mr. Khalil.

19. QUESTION: Did you ever learn that Mr. Khalil was meeting
with representatives of the Federal Reserve in Washington
D.C. in April, 1981? If so, from who, and on what date?
ANSWER: At some time, and I do not remember when, Mr.
Khalil told me that he would be visiting Washington for a
few days. I believe that he mentioned that his son,
Khalid Khalil, attended school in Washington. I never
learned that Mr. Khalil met with representatives of the
Federal Reserve in Washington in April 1981, or at any
other time.

21. QUESTION: Did you introduce Mr. Akbar to Mr. Magness?

ANSWER: Yes. I do not remember the exact date. Once
when Mr. Akbar was travelling through Colorado, I believe
with Mr. Puri, he asked if he could meet Mr. Magness.
Mr. Akbar and Mr. Puri came to Mr. Magness 's office and I
introduced them to Mr. Magness.

22. QUESTION: Did you introduce Mr. Khalil to Mr. Magness?
ANSWER: To my knowledge, Mr. Magness met Mr. Khalil only
once. That meeting was at a dinner that Mr. Magness and
I attended in London sometime in the mid-1980 ' s .

-6-
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23. QUESTION: Please identify all real estate ventures in
which you were involved with Mr. Khalil as a partner,
manager, broker, or any other capacity.

ANSWER: Fox-Romrell partnership built a duplex in Vail,
Colorado. Mr. Khalil leased the larger unit in the
duplex, with an option to buy.
Mr. Khalil suggested that he invest in other projects

in the area with Mr. Fox and me. Mr. Fox and I discussed
investing in several lots of raw land in Beaver Creek,
Colorado, with the intention of building and selling
luxury houses or condominiums. I believe that Mr. Fox
discussed the prospect with Mr. Khalil and that Mr.
Khalil expressed some interest. The project was
abandoned before any deal was closed. I did not consider
any other projects with Mr. Khalil.

24. QUESTION: Regarding each purchase of real estate in the
United States by Mr. Khalil, please specify your
understanding of the purpose of the purchase —
governmental, business, investment, personal use, etc.?

ANSWER: Mr. Khalil leased a unit in the Vail, Colorado
duplex built by Fox-Romrell partnership. I understood
his purpose in that transaction to be purely personal.
Mr. Fox told me that Mr. Khalil had purchased houses in
Florida and Dallas. I assumed that Mr. Khalil purchased
those houses for his personal use. I am not aware of any
other purchase of real estate in the United States by Mr.
Khalil.

25. QUESTION: Did BCCI provide the financing for these real
estate projects? Please provide the terms for any
financing provided by BCCI on each project. Why did you
deal with BCCI rather than a local American bank?

ANSWER: I do not know whether BCCI provided financing to
Mr. Khalil.

26. QUESTION: During the period 1981 to 1984, did you ever
visit any of the BCCI offices? Where? Which BCCI
officials were you introduced to?

ANSWER: During the period 1981 to 1984, I visited BCCI's
main office in London, on Leadenhall street,
approximately three times. The purpose of each of those
visits was to meet with Mr. Akbar. Mr. Akbar appeared in
every respect to be a legitimate representative of a
large international bank with offices throughout London.
Mr. Akbar always presented himself to me as a highly
professional banker who, in his personal life, was
devout, charitable, and dedicated to his family.
I also met other BCCI employees who showed me to Mr.

Akbar 's office, but I do not remember any of them.

<
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27. QUESTION: Did you ever have any discussions about the
telecommunications business during this period with Mr.
Akbar, Mr. Khalil or with anyone associated with BCCI?
If so, please specify the substance of such discussions.
ANSWER: I have always been proud of TCI and WTCI and my
position at WTCI. I told Mr. Akbar and Mr. Puri that
both companies were very good companies.
On one occasion, an individual approached me about

TCI becoming involved in a cable television project in
Saudi Arabia. I thought that Mr. Khalil might be able to
help me to learn if the proposed project was legitimate.
I also thought that Mr. Khalil might be able to assist us
if we decided to pursue the project. I believe that I
wrote a letter to Mr. Akbar requesting him to pass my
inquiries on to Mr. Khalil. I do not know whether Mr.
Akbar passed my inquiry on to Mr. Khalil. In any event,
Mr. Khalil never responded, and we did not pursue the
project.

28. QUESTION: One of the documents that you provided to the
Subcommittee indicates that in 1982 you offered to manage
BCCI's investments in the United States. What
investments had BCCI made in the United States? Who did
you understand to have been managing those investments?
Did BCCI encourage you to propose investments? What were
you told that you would receive in return? Did you
receive any payment from BCCI at any time? If so, please
specify the amount received and the purpose of the
proposal .

ANSWER: I am not familiar with the document to which you
refer. However, I was not aware of any investments that
BCCI had made in the United States. Mr. Akbar had
indicated to me that his clients or BCCI — I always had
difficulty, distinguishing between Mr. Akbar 's actions on
behalf of his Mid-East investor clients and his actions
on behalf of BCCI — might be interested in investing in
the United States, principally in 'bricks and mortar*
office buildings. I suggested some possible investments
to Mr . Akbar . I never sought or received any
compensation from BCCI or Mr. Akbar for managing
properties or anything else.
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29. QUESTION: What investments did you suggest to BCCI?
Please briefly list all proposals, including relevant
dates.

ANSWER: I did not suggest any investments directly to
BCCI. I passed along to Mr. Akbar various potential real
estate investments of which I learned. I did not know
whether he was acting on behalf of BCCI or on behalf of
his Mid-East clients. I remember suggesting the
following properties:
In mid-1982 I informed Mr. Akbar that Dr. Charles

Howard was attempting to sell the Houston Medical Center.
Mr. Akbar visited the Medical Center and had discussions
with Dr. Howard but, to my knowledge, nothing came of
those discussions.
In early 1983 I informed Mr. Akbar of an opportunity

to purchase the Stouffer's Inn near the Denver airport.
I do not recall receiving a response on this prospect.
In mid-1984 I informed Mr. Akbar of an opportunity to

purchase the Playa Vista office building in southern
California. I believe that there was some discussion
regarding this property but, to my knowledge, nothing
came of it.
In mid-1983 I informed Mr. Akbar of an opportunity to

purchase some farmland and attached water rights near
Miliken, Colorado in a partnership with the Ehrlich
brothers. I discussed this project in some detail with
Mr. Puri, but no investment was made.
In mid-1984 I informed Mr. Puri of a possible

opportunity to enter into a purchase-leaseback
transaction with Beehive International, Inc. relating to
a building in a Salt Lake City industrial park. I do not
recall receiving any response on this prospect.
In early 1986 I informed Mr. Akbar of an opportunity

to invest in a Denver-based laundromat company called
Duds 'n' Suds. I do not recall receiving any response on
this prospect.
In early 1986 I informed Mr. Akbar of an opportunity

to purchase bare land and attached water rights near
Phoenix, Arizona. I do not recall receiving any response
on this prospect.
In the mid-1980 's I informed Mr. Akbar of an

opportunity to enter into a purchase-leaseback
transaction with NTA Films relating to their office
building in Los Angeles. There were some discussions
about this opportunity, but nothing came of those
discussions.
There may have been other properties that I mentioned

either directly to Mr. Akbar or to Mr. Puri for the
attention of Mr. Akbar.

•9
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30. QUESTION: Please specify if any of your proposals were
acted upon. How many involved the communications
industry?

ANSWER: None of the proposals was acted on. None of the
proposals involved the communications industry.

31. QUESTION: Did any employee or official of BCCI ever
provide introductions to any employee or official of TCI
or WTCI in the Mid-East? If so, please specify.
ANSWER: Not to my knowledge.

32. QUESTION: Did TCI, WTCI or any related entity ever
supply any communications equipment to Iraq? To any
country in the Middle-East? If so, please specify.
ANSWER: To my knowledge, neither TCI, WTCI, nor any
related entity supplied any communications equipment to
Iraq or any other country in the Mid-East.
WTCI was a labor subcontractor to Rockwell on a

project to install microwave equipment in Saudi Arabia.
WTCI did not supply any equipment for this project.

33. QUESTION: Did TCI, WTCI or any related entity ever have
any contact with any branch, or official connected to the
National Banco Lavaro? If so, please specify.
ANSWER: Not to my knowledge.

34. QUESTION: Did the Saudis or anyone from BCCI ever
recommend any individual for employment at TCI or WTCI?

ANSWER: Not to my knowledge.

35. QUESTION: In 1984 was TCI in an expansion and
acquisition mode? Was WTCI in an expansion and
acquisition mode? If so, how was that expansion
financed?

ANSWER: I cannot speak for TCI because I was not part of
TCI at that time. WTCI was in an expansion mode in 1984
financed by domestic bank debt. BCCI was not involved in
financing any of this expansion, or at any other time to
my knowledge.

-10-



218

36. QUESTION: What is TCI, England? When was it
established, and for what purpose?

ANSWER: I am not familiar with "TCI, England," and would
be surprised if that is the proper name of a company
there. To my knowledge, TCI did not have any business in
the United Kingdom until it acquired United Artists in
December 1991. Therefore, I do not know what "TCI,
England" is, when or if it was established, or for what
purpose. So far as I know, it has no relationship to the
TCI for which I work.

37. QUESTION: Have you ev.r had any role in TCI, England?

ANSWER: No.

38. QUESTION: Have you ever visited the offices of TCI,
England?

ANSWER : No .

39. QUESTION: To your knowledge, has Mr. Akbar, Capcom,
BCCI , or any BCCI shareholder ever had any business
dealing, or proposed business dealing with TCI, England?
TCI, U.S., or any related entity?

ANSWER: The only relationship of which I am now aware
was that TCI had an investment in United Artists, which
made an investment in ATC, with which I have since
learned that Mr. Akbar was affiliated.

40. QUESTION: Please explain a March 19, 1984 letter from
you to Mr. Akbar in which you claim to have "established
a $100,000 credit line with which to purchase stock and,
in addition that you have authorized me to purchase stock
in your behalf up to a $100,000 limit." Did you, in
fact, establish a joint credit line? For what purpose?

ANSWER: In 1984, following the spinoff of WTCI, the
stock might became available on the market. I contacted
Mr. Akbar to inquire whether BCCI would lend money with
which I could purchase shares. In that conversation, I
understood that Mr. Akbar agreed to establish a line of
credit for me, and that he also was interested in
purchasing stock. There was no discussion of any joint
line of credit, or even of how Mr. Akbar might finance
his purchase. The March 19, 1984 letter reflects that
understanding. However, I never received a response from
Mr. Akbar. I never received the line of credit
mentioned, I never put Mr. Akbar in touch with my broker,
and, to my knowledge, Mr. Akbar never invested in TCI or
WTCI.

-11-
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41. QUESTION: Why were you chosen to be a director of
Capcom?

ANSWER: Mr. Puri asked me to become a director of
Capcom. I did not know his reasons for asking me. I
believed that all shareholders were invited to join the
board.

42. QUESTION: Did you have any background in the commodities
markets?

ANSWER: No.

43. QUESTION: During the time that you were a director of
Capcom, did you ever provide any advice on the operations
or management of Capcom?

ANSWER: I do not recall that my advice ever was
solicited other than with regard to choosing a
communications system between the London and Chicago
offices. On a few other occasions, I made suggestions to
Mr. Puri or Mr. Herst. I do not know if any of my
suggestions was followed. I had nothing to do with the
day-to-day management of Capcom.

44. QUESTION: How many Capcom Board of Directors meetings
did you attend?

ANSWER: I am not sure how many Capcom Board of Directors
meetings I attended. I estimate that I attended fewer
than 10 meetings.

45. QUESTION: Did you ever attend any of the BCCI annual
conferences?

ANSWER: No.

46. QUESTION: As Chairman of the Board of Capcom, did you
ever travel overseas? If so, for what specific purpose?
ANSWER: On two occasions I travelled to Cairo for
meetings sponsored by Capcom in a marketing effort by
Capcom to develop business from Mid-East investors. I
gave a welcoming speech at each of the meetings.

47. QUESTION: What was your initial investment in Capcom?
How did you decide to make your investment in Capcom?

ANSWER: My initial investment in Capcom was 10,000
pounds. I chose to invest in Capcom because Mr. Akbar
invited me to invest and because the investment sounded
attractive.

-12-
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48. QUESTION: What was the initial capitalization of Capcom?

ANSWER: The initial capitalization of Capcom was one
million pounds.

49. QUESTION: How many shares of stock did you hold of
Capcom at its inception?

ANSWER: 10,000.

50. QUESTION: How much money did you and Mr. Magness
ultimately invest in Capcom?

ANSWER: We each invested 250,000 pounds in Capcom.

51. QUESTION: How much of your total investment in Capcom
was financed? Who provided the financing?

ANSWER: Paten Holdings provided 169,500 pounds in
financing, and BCCI provided approximately 59,000 pounds
in financing for my Capcom investment. Both loans were
secured by the stock.

52. QUESTION: How many shares of Capcom stock did you
ultimately hold?

ANSWER: Ultimately I owned 250,000 shares, and held and
voted an additional 2,500,000 shares.

53. QUESTION: When, and from whom, did you first hear the
name Paten Holdings? At the time, what did you
understand Paten Holdings to be? What do you now
understand Paten Holdings to be?

ANSWER: I first heard of Paten Holdings from Mr. Akbar
in approximately 1985, at the time of the final
capitalization of Capcom. At that time I understood
Paten Holdings to be a Swiss bank. I do not now know
what Paten Holdings was or is.

54. QUESTION: Did you ever hold stock on behalf of Mr. Z.
Akbar? Why?

ANSWER: Mr. Akbar asked me to hold 10% of the stock in
Capcom. He told me that I was holding the stock on
behalf of one of the other investors, but did not specify
whom. He did not tell me that I was holding it on his
behalf.

13
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55. QUESTION: Did you consult any counsel as to the legal
consequences of holding stock on behalf of another
individual? If so, please specify.
ANSWER: Yes I consulted with counsel. The specifics of
those consultations are privileged attorney-client
communications .

56. QUESTION: Did you at any time and for any purpose ever
act as a nominee for Mr. Akbar, Capcom or BCCI? If so,
please specify.

ANSWER: To the best of my understanding, I never acted
as a nominee for Mr. Akbar, Capcom, or BCCI. I held and
voted 10% of the stock in Capcom, although that stock was
paid for by someone else. I do not know who.

57. QUESTION: What is Peniel Investments?

ANSWER: I do not know.

58. QUESTION: Have you ever met Cecile Ringenberg? If so,
please specify the date, location and substance of the
meeting (s) .

ANSWER: Not to my knowledge.

59. QUESTION: Who is Robert Powell? Did Mr. Akbar or Mr.
Khali 1 ever discuss Mr. Powell with you? When did Mr.
Powell become a member of the Capcom Board of Directors?
What was the size of his holdings in Capcom? Did the
size of his holdings change over time?

ANSWER: I never met Robert Powell. I do not know who he
is. I noticed his name on the list of Capcom
shareholders and assumed that he was another of Mr.
Akbar 's investor clients. I never asked anyone about him
or paid attention to his shareholdings in Capcom. To my
knowledge, he never was a member of the Capcom Board of
Directors.

60. QUESTION: What was ZASK? What did ZASK stand for?

ANSWER: I understood that Zask was a company that held
shares in Capcom Futures, Inc. I do not know what Zask
is or was. I do not know where the name came from.

57-961 0-92-8

-14
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61. QUESTION: What was the Ixora account? Did you help to
establish an Ixora trust in the Cayman Islands? What
legal counsel did you use? Who referred you to the legal
counsel?

ANSWER: Ixora Investments Ltd. had an account with First
National Bank of Chicago. To my knowledge there were no
transactions in that bank account. I learned from the
Subcommittee that Ixora also had an account at Capcom,
but I have no knowledge of that account.
Ixora was a Cayman Islands corporation that was owned

by Mr. Akbar. Mr. Akbar asked me to find the name of a
Cayman Islands lawyer to set up the company. I asked
lawyers whom I knew in Denver if they could recommend a
lawyer in the Cayman Islands to handle this matter. I do
not remember who made the recommendation, but someone
suggested that I contact Richard Lightbourne of the
Cayman Islands firm of McKinney, Bancroft & Hughes. I
corresponded with Mr. Lightbourne and he handled legal
matters relating to Ixora for Mr. Akbar. To my
knowledge, Ixora never conducted any business whatsoever.

62. QUESTION: Did you have signatory power over an Ixora
bank account?

ANSWER: No. To my knowledge, Mr. Akbar was the only
person with signatory power.

63. QUESTION: Do you currently and have you ever maintained
an offshore banking account? If so, please provide the
name of the institution, relevant dates, account numbers,
and approximate current value of the accounts.

ANSWER: No.

64. QUESTION: What was the Capital Fund? When and how did
you learn that Kerry Fox was a director of the Capital
Fund? Did you ever discuss the Capital Fund with Kerry
Fox?

ANSWER: I learned about an investment fund (which I
believe came to be called the Capital Fund) from Mr.
Akbar. I recall only one conversation with Mr. Akbar
about it. He did not give me any details. I understood
from Mr. Akbar that it was an investment fund, and that
he was going to ask Kerry Fox to serve as a director of
the fund. At that point, because of personal
differences, I was not speaking much with Kerry Fox. I
do not recall ever discussing the Capital Fund with Mr.
Fox.

-15-
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65. QUESTION: During the period that you were the Chairman
of the Board of Capcom, on how many occasions did you
meet with Mr. Akbar? With Mr. Khalil? Did you ever meet
Mr. Powell? Did you ever [sic] Mr. Kamal Adham?

ANSWER: While I was on the Board of Capcom I met with
Mr. Akbar less than ten times, and with Mr. Khalil
approximately two times. I never met Robert Powell or
Kamal Adham.

66. QUESTION: What was the rationale behind the 1987
corporate reorganization of Capcom U.S. A?

ANSWER: I do not know what the company's rationale was.
I understood that the Chicago Board of Trade was
requiring the owners of Capcom Futures, Inc. to give
guarantees to the Board of Trade for non-customer trades.
Capcom Financial Services Ltd. held 78% of Capcom
Futures, Inc. I understood that the Board of Trade would
not accept a corporate guarantee from Capcom Financial
Services Ltd. , but insisted on personal guarantees from
the individual shareholders of Capcom Financial Services
Ltd. I also understood that some of the shareholders of
Capcom Financial Services Ltd. were unwilling to give
these guarantees. I further understood that the Board of
Trade would be satisfied if the holdings of Capcom
Financial Services Ltd. were transferred to other persons
who would be willing to give these guarantees. Mr. Akbar
asked me to give a guarantee. Mr. Akbar assured me that
there was no exposure on this guarantee because Capcom
Futures, Inc. did not do any non-customer trades. I
agreed to do this, and I gave a personal guarantee.

67. QUESTION: Was there an investigation by the Chicago
Board of Trade during this period? Did investigators
from the CBOT interview you at this time? Has anyone
from any of the regulatory exchanges ever interviewed
you?

ANSWER: The Chicago Board of Trade investigated Capcom
in the first half of 1987. I understood that the
investigation related primarily to Capcom Financial
Services Ltd. trading as a principal, and I understood
that this was a common practice for brokerage houses with
London and Chicago offices. To my understanding the
investigation had nothing to do with the reorganization
of Capcom Futures, Inc. I was never interviewed by any
Board of Trade investigator or anyone from any of the
regulatory exchanges at that time. I may have been
interviewed earlier in connection with the application
for a seat on the exchange.

-16-
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68. QUESTION: Do you know or have you ever met any of the
following individuals:

Mr. Charles Hostler?
Mr. Richard Helms?
Mr. Raymond Close?
Mr. Robert Altman?
Mr. Mohammed Hammoud?
Mr. Roy P.M. Carlson?

ANSWER: No.

69. QUESTION: Please describe the process by which you made
documents available to the Subcommittee? Where were the
documents held? Did you turn over all relevant
documents?

ANSWER: Prior to the first contact between the
Subcommittee and my counsel, I turned over, intact, my
files relating to Capcom, Mr. Akbar, and BCCI to my
counsel. I understand that my counsel have made
available to the Subcommittee all non-privileged
documents that the Subcommittee requested. Since
receiving the Subcommittee's request, to insure that all
responsive documents are located, we started, and are
continuing, a page-by-page review of all of my files to
see if any responsive documents might have been misfiled
in unrelated files. This process has generated a few
additional documents that are being made available to the
Subcommittee. To the best of my knowledge, all
responsive, non-privileged documents have been located
and made available to the Subcommittee. Any additional
responsive, non-privileged documents discovered in the
ongoing page-by-page review will be produced.

70. QUESTION: Please provide the Subcommittee with a list of
all political contributions which you have made during
the last 12 years. Did anyone from BCCI or Capcom ever
ask you to make a political contribution to any U.S.
politician?

ANSWER: I started keeping a separate record of mypolitical contributions beginning in 1985. To the best
of my knowledge, I did not make any substantial political
contributions prior to 1987 . Nobody from BCCI or Capcom
ever asked me to make a political contribution to a U.S.
or any other politician. Nor did anyone from BCCI or
Capcom ask me to lobby or make a special request on their
behalf. Following is the list of political contributions
reflected by my records:

-17-
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1987

Hatch Election Committee S 500
Whip PAC/VEF 1000
Bush for President 2000

1988

Californians for Senator Pete Wilson S 500
Hecht Re-Election Committee 500
Committee to Re-Elect Joel Hefley 200
Dan Schaefer for Congress 200
Metzenbaum for Senate 1000

1989

Stevens for Senate $1000
George Bush 1500
Schaefer to Congress -- Dinner 250
Coelho 2000
John Kerry for Senate 500
Republican Inner Circle -- Membership 2000
Capitol Conference Catering -- Dinner 550

1990

Republican Inner Circle
Congressman Ekhart
Dan Schaefer
David Skaggs
Oliver North Roast
Roy Romer
Hank Brown
Ernest Hollings
Arliss Sturgulewski
Virginia Collins
Friends of Daniel Akaka

1991

Cablepac $1000
Packwood for Senate 1000
Dick Traini for Assembly 1000Bill Richardson for Congress 500

71. QUESTION: Have you ever visited Oman? Do you know if Mr. Fox
has ever visited Oman?

ANSWER: I never visited Oman. I do not know if Mr. Fox ever
visited Oman.

— Meeting Fees $ 340
1000
100
1250
500
250
500
1000
1000
1000
loon

-18-
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I certify under penalty of perjury that the foregoing
answers are true to the best of my knowledge, information, and
belief. Executed at Englewood, Colorado on July 3, 1992.

BFBD/AK7
-19-
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Robert E- Powell
P.O.Box: 5114 Ruwi

Muscat, Sultanate of Oman

Tel. NO.: 797120 Fax No. : (968) 708780

Date: 21 June 1992

David McKean
Office of Senator Jcr.r. : . Kerry
United States Senate
SR-42I Senate Russell Building
Washington, D.C. 2 G5 1 1
U.S.A.

Ref . : Robert E. Powell / CAPCOM Questions and Answers.

Dear Mr. KcKoar. ,

Attached please fine err; c : ar.ee ref c: c.ncec subject. I have
taken the liberty cf t: _\ tir.g your questions and my answers
together believing said format makes the subject more
readable. Except for the incomplete answers for you questions
19, 20 & 25, I believe I have responded in good faith to your
questions. You will be provided complete answers to the three
questions for which I must obtain additional information
before I can respond.

Let me hear from you should you have any need for additional
information .

Regards ,

Robert E. Powell
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Questions for Robert E. Powell
Answers to be provided in affidavit form

1) Where were you born?

Hagerstown, Maryland, USA , 12 January 1929.

2) Where were you educated?

Hagerstown, Maryland Secondary School. Shippensburg,
Pennsylvania, Bs Sc. Ed. Class 53.

3) Did you serve in the U.S. armed forces? if so, where?
please list all locations where you were stationed for
more than six months. Additionally, please describe your
duties at each Station.

a) Yes
b) US Navy, Feb. 1946. to Feb. 1948 & July 1950 to Sept.
1951
c) USS Topeka CL 67, USS Iowa BB 61, USS Latemer APA-142
d) Recruit, progressing to guarter Master 2/C

4) Did you at any time provide services to the U.S. Armed
Forces in Vietnam? If so, please identify the company
through which those services were supplied. Additionally,
please indicate the dates during which you provided these
support services and where you were living at the time.

a) Conam Services Inc., a California Company, to US Air
Forces at eight or nine Tactical Air Bases in Vietnam
1965 - 1968.
b) Provided operation and maintenance of Diesel Power
Generating Plants and Distribution Systems.
c) Long Beach, California

5) When did you first meet Sheikh Karoal Adham? Where did you
first meet Sheikh Adham? How were you first introduced to
Mr. Adham? What did you understand his business to be?

a) 1968
b) New York City
c) Mahmoud Arab
d) Advisor to H.M. King Fisal.

6) When did you first meet Mahmoud Arab? Where did you first
Meet Mahmoud Arab? How were you first introduced to Mr.
Arab? what did you understand his business to be?

a) 1968
b) Washington DC
c) He telephoned reguesting a meeting.
d) Businessman.
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7) When did you first meet A.R. Khalil? Where did you first
meet Mr. Khalil? How were you first introduced to Mr.
Khalil? What did you understand his business to be?

a) 1968
b) New York City
c) Mahmoud Arab
d) Executive Administrator to H.E. Sheikh Kamal Adham

8) What is Global Chemical Systems (Inc)? What services or
products does Global Chemical Systems produce? When was
it founded? By whom?
a) A California Corporation
b) 1- Fabrication of Proprietary Plastic Covers for
corrosion control of high Dollar value equipment in
transit or storage.

2- Commissioning, operation and maintenance of
Power and Desalination Plants and their related
distribution systems.

c) 1974
d) E. Brad Atwood J. Willard Nelson

Raymond Q. Steuer Robert E. Powell

9) When did you become affiliated with Global Chemical
Systems?

1974

10) Who is on the Board of Directors of Global Chemical
Systems?

a) See (8) above for Founding members in 1974.
b) Today, Raymond Q. Steuer, Robert E. Powell

11) In what countries does Global Chemical Systems operate?

a) USA
b) However, I am a Director of the California Company and
General Manager of a Saudi Company and an Omani Company
with similar names. See enclosed brochure.

12) Was there ever a U.S. subsidiary of Global Chemical
Systems?

NO.
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13) Was Global Chemical Systems U.S. recently sold to
Chicago-based company named FABRICO? Please be as precise
as possible about when the company was sold.

a) Partial assets sold to Fabrico, no liabilities were
transferred. Assets sold included proprietary
formulas, product patterns, fabrication know-how,
process know-how, customer and suppliers lists.

b) By Sell Agreement for assets concluded in Nov.
1991.

c) Company now undergoing voluntary liguidation.

14) How was Global Chemical System U.S. sold — had the
company been advertised as having been for sale or did
someone from FABRICO contact someone at Global Chemical
indicating an interest in acquiring Global Chemical? who
negotiated the deal for both companies? What was the
reason for the sale? What was the sale price?

a) Company used word of mouth through customers and
suppliers to attract interested parties. No buyer
for the total company could be found.

b) Fabrico made its interest known to Global 's
President E. Brad Atwood . The agreement to purchase
assets was negotiated over approximately one year
period of time. Negotiations between Fabrico and
Global were begun by E. Brad Atwood and concluded
by Raymond Q. Steuer and Robert E. Powell.

c) The nature of the customer procurement cycles
(Feast or Famine) made it impossible to maintain
consistent production, therefore profitability.
Global 's products and customers were complimentary
(not competitive) with Fabrico' s product lines.

d) Fabrico paid Global US$ 300,000 for the assets
purchased.

15) When did you first visit Saudi Arabia? For what purpose?

a) Summer 1968
b) Meet the Commander of the Royal Saudi National
Guard.

16) When did you first visit Oman? For what purpose?
a)
b)

Summer of 1976
Tender for operation and maintenance of Masirah
Island Power & Desalination Plant.
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17) When did you first hear about Capcom? How did you first
hear about Capcom?

a) Sometime in 1984
b) Telephone call from S. Ziauddin Akbar

18) Did you invest in Capcom? If so, Why?
a) Yes
b) To help my friend S. Ziauddin Akbar to establish a

new company and hopefully to earn some money either
through stock partnership or payment of services
rendered.

For your information, Ziauddin Akbar and myself
were friends since 1976. I met him while he was
working with National Bank of Oman (NBO) , Muttrah
Branch. Ziauddin was a good Account Officer who
assisted me in developing a successful banking
relationship with NBO. The Oman relationship
continued when Ziauddin was transferred to London
to work for BCCI . My business relationship with
BCCI continued after Ziauddin resigned.

19) How much money did you invest in Capcom? Was any portion
of that investment financed? If so, by whom?
a) Eighty Thousand Pounds
b) Yes
c) Uncertain at this time, I am attempting to find out.
(you will be advised within thirty days).

20) What percentage of holdings did you have in Capcom
between 1984 and 1988? Please list holding on a year by
year basis.

a) As much as 15% falling to one(l) percent, but I cannot
be certain. NO stock certificates have ever been
received.
b) I am attempting to find out (you will be advised
within thirty days).

21) Did you ever hold stock in Capcom that was not your own -
did you ever act as a nominee? If so, for whan? If so,
what percentage of your holdings did you hold as a
nominee? If so, did you receive any compensation from
Capcom, BCCI or Mr. Akbar for agreeing to serve as a
nominee?

a) No.
b) No.
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22) How often did you communicate with Mr. Akbar about
Capcom? (i.e. weekly, monthly, semi-annually).

a) No pattern ever existed.
b) Ninety Five percent or more of telecon or written
communication was originated by either Mr. Akbar or Mr.
Saghir. The frequency is best characterized at less than
six times a year.

23) Did you ever meet Mr. Akbar in Europe? If so, When,
where, and for what purposes? Please be as precise as
possible, listing dated, locations and substance of
conversation(s) .

a) Yes London only.
b) No more than once or twice a year.
c) Hotel room, restaurants and on one occasion, the
CAPCOM offices on 09 St. Andrew Street, London.
d) The substance of conversations would be our families
and mutual friends, Global 's business and performance and
how it goes with CAPCOM. We would review any CAPCOM
papers about my stock or financial commitments that Akbar
would request from time to time. Most documents regarding
my relationship with CAPCOM would have been signed during
my meeting, in London with Akbar.

24) Besides Mr. Akbar, have you ever met any officers or
directors of BCCI?

a) Yes
b) Mr. M. Swaleh Naqvi and Mr. Agha Hussan Abedi and
possibly others.

25) Have BCCI ever provided a loan to you or any company with
which you have been affiliated? If so, please provide the
amount of the loan(s), the date(s) of issue, the terms of
the loan(s) and the purpose of the loan(s).

a) No. However, in the mid 1980, I did borrow 80,000
Pound Sterling. This loan could have come from BCCI. At
this time, I have not yet recovered documents identifying
source of these funds. You will be advised within thirty
days.

b) The date this loan was negotiated would be some time
in 1985 to 1987 time frame.

c) The purpose of the 80,000 Pound Sterling loan would be
to pay for the 80,000 shares of CAPCOM London stock.
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26) As a shareholder of Capcom, did you receive information
about the company on a periodic basis? How often? What
kind of information?

a) Yes
b) Annual reports, 1985, 1986 and 1987.
c) Sales promotion literature
d) Information about changes in Stock ownership or call
for funds three or four times.
e) Notices of meeting nine times. I never attended any
Shareholders Meetings or any other meeting for that
matter .

27) Have you ever visited the Capcom offices in London, in
Chicago?

a) London, yes one time.
b) Chicago, No.

28) Have you ever met Mr. Larry Romrell? If so, please
provide the date, location and substance of the
meeting(s) .

No.

29) Have you ever met Mr. Robert Magness? If so please
provide the date, location and substance of the
meeting ( s ) .

No.

30) Have you ever met Mr. Raymond Close? If so, please
provide the date, location and substance of the
meeting ( s ) .

No.

31) Have you ever met Mr. Richard Helms? If so, please
provide the date, location and substance of the
meeting ( s) .

No.

32) Have you ever met Mr. Roy P.M. Carlson? If so, please
provide the date, location and substance of the
meeting(s) .

No.

33) Have you ever met Mr. Adnan Khashoggi? If so, please
provide the date, location and substance of the
meeting ( s ) .
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No.

34) Have you ever met Mr. Sam Bamieh? If so, please provide
the date, location and substance of the meeting ( s).

NO.

35) Have you ever met Prince Nawaff? If so, please provide
the date, location and substance of the meeting(s).

No.

36) When did you sell your interest in Capcoro? To whom did
you sell your interest? Why did you sell your interest in
CAPCOM?

a) It is my conviction that I still own 80,000 shares of
CAPCOM London stock.
b) Sold stock in CAPCOM Chicago in Aug. 1990. Stock sold
back to the company.
c) At the request of the Company.

37) When did you first learn that Sheikh Ramal Adham had a
connection to Saudi Intelligence? How did you learn this
fact?

a) 1968
b) Mahmoud Arab

38) Do you know if Sheikh Kamal Adham has or had any
connection to any U.S. government entities? If so, How do
you know this fact?

No.

39) When did you first learn that A.R. Khalil had a
connection to Saudi intelligence? How did you learn this
fact?

a) 1968
b) Mahmoud Arab

40) Do you know if sheikh Khalil has or had a connection to
any U.S. government entities? If so, how do you know this
fact?

No.

41) Do you know if A.R. Khalil has ever held any other
official positions in the Saudi Government?
No.
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42) Have you ever worked for any U.S. government entity?

No. (except U.S. Navy).

43) Have you provided any information to any U.S. government
entity? Is so, please provide the name of the entity and
the date the information was provided.

NO.

44) Have you or any company with which you have been
affiliated ever provided any services to any foreign
government entities? Is so, please specify the date,
location and substance of the project(s).

a) Yes
b) See attached Company Brochure.
c) All projects involved or were directly related to
commissioning, operation and maintenance services or
selling of protective covers.

45) Have you ever invested in any communications or security
systems company in the United States or abroad? If so,
please provide the name of the company (s) and the details
of your investment.

No.

46) Have you been interviewed by any U.S. law enforcement
officials concerning your involvement in Capcom? Is so,
please provide the date ( s ) of the interview , the name ( s )
of the officials, the agency (s) they worked for, whether
the interview(s) was (were) conducted under oath and
whether or not you were represented by counsel.

a) Yes
b) Date of interview 21 May 1992
c) Name of official Joseph E. Onazem, Special Agent,
Department of Treasury, Internal Review Service. Criminal
Investigation Division. Address: 600 17th street, 15th
floor, North Tower, Denver, Colorado 80265
d) Interview was not conducted under oath.
e) I was not represented by counsel.

47) Have you ever met Mr. Bruce Rappaprt? If so, please
provide the date, location and substance of the
meeting ( s) .

No.



236

48) Have you ever met Case Zawawi? If so, please provide the
date, location and substance of the meeting! s).

a) Yes H.E. Qais Al-Zawawi, Deputy Prime Minister for
Financial Affairs, Sultanate of Oman, at several social
affairs .
b) I do not have a record about dates or purpose of these
social functions.

49) Have you ever met Nr. Michael Pillsubry? If so, please
provide the date, location and substance of the
meeting! s) .

No.

50) Have you ever met Mr. Kerry Fox? If so, please provide
the date, location and substance of the meeting! s).

No.

51) What was the Capital Fund?

I have no idea.

52) What was Capital Management Services?

I have no idea.

53) What was ZASK?

Subscribed and sworn to (affirmed) before me this 21st day
of June 1992 at Muscat, Sultanate of Oman.

My commission expires on : INDEFINITE

I have no idea.

Signature of Officer Administering Oath

Title w-tuan T. Acuie

Vice Coot*
Embassy of ihc i.'hited States of America

il iiC-.i.. :>uk*n&te of Omar.
<■i jus mi
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CL>ttO*NfPtUBHODliSl-fc0CHAIWMAKISL»*0CHAIWMAK
JESSfHlLMSNOMThCAROLINA
MCHMOGLUG*»WOi*NA

Idnited States SenateDANIft9MC".«»sNfMrTO*>
Charuss homv-mG*.*
MAMWSWCKfOMONMMSn.VMM COMMITTEECN FOREIGNRELATIONS

Washington DC 20510-6225

July 1, 1992

by facsimile: (968) 708780

Kr. Robert E. Powell
P.O. Box 5114 Ruwi
Muscat
Sultanate of Oman

Dear Kr . Powell:

Thank you for your letter and the answers you provided to
questions concerning your knowledge of Capcom. The Subcommittee
appreciates your cooperation.

Some of your answers prompted additional questions and I am
therefore sending you another set of inquiries. Once again,
these questions should be answered in affadavit form. Please
provide the answers no later than July 15, 1992.

Once the committee receives the answers responsive to
questions 19,20 and 25 from the original set of questions, and
answers to the attached set of questions, I do not anticipate
that anything further will be required from you.

Again, thank you for your cooperation and should you have
any questions, please don't hesitate to call me.

Sincerely

David McKean
Investigative Counsel



238

Follow-up Questions for Robert E. Powell
Answers to be provided in affidavit form

1) You have testified that Mr. Nahraoud Arab, a businessman,
telephoned you requesting a meeting and that you
subsequently met him in Washington D.C. in 1968. Why did
Mr. Mahmoud call you? How did he get your name?

a) To encourage the company (CONAM Services Inc., a
California Corporation) to visit Saudi Arabia to
qualify to do business with the Royal Saudi
National Guard.

b) I do not remember whether or not he ever told me
who recommended the company to him.

2) Where specifically did you meet Mr. Mahmoud in
Washington? On what date — please be as exact as
possible?

Was any one else present at the meeting?

a) The Madison Hotel.

b) March, April 1968 time frame.

c ) No.

3) What did you understand Mr. Mahmoud 's business to be? Did
he tell you at that time that he worked for Sheikh Karoal
Adham? If not, When did he provide you with this
information?

a) Businessman attempting to bring American Companies
into Saudi Arabia.

b) I have no information to suggest that Mahmoud Arab
ever "worked" for Sheikh Kamal Adham.

c) At a later stage of our cooperation after I had met
Sheikh Kamal .

Page 1 of 5
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4) Do you know if Mr. Mahmoud was connected with any
intelligence agency of any country?

No. I do not believe he ever worked for any person or
organization other than himself.

5) Where precisely in New York did yo meet with Sheikh
Adhain? Who requested the meeting — you or Sheikh Adham?
What was the substance of the meeting? Was Sheikh Khali 1
present? If not, when and where did you first meet Sheikh
Khalil — please be as precise as possible?

a) Wordroff Astoria Hotel.

b) Mahmoud Arab

c) Social visit, lots of talk about differences
between Democratic and Republican Presidential
candidates. A little bit of talk about the company
and the services we offer.

d) Yes, in another room. He was introduced to me
during the visit.

6) You have testified that Mahmoud Arab told you in 1968
that Sheikh Adham and Sheikh Khalil had connections to
Saudi intelligence. When precisely did Mahmoud Arab
provide you with this information? Please be as exact as
possible. How was this information conveyed to you —
please provide the context for how you gained knowledge
of this fact.

a) Sometime after meeting Sheikh Kamal in New York.

b) Routine conversation.

c) Briefing about who was who in Saudi Arabia.

7) At whose invitation did you visit Saudi Arabia in the
Summer of 1968?

Mahmoud Arab.

8) with reference to your answer to question 15 provided to
the Subcommittee on June 21, 1992, who was the Commander
of the Royal Saudi National Guard?

a) H.R.H. Prince Abdullah Bin Abdul Aziz Al-Saud.

Page 2 of 5
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3 ) What was the substance of your meeting with the Commander
of the Saudi Royal National Guard?

a) I did not meet the Commander, I met with the Vice
Commander. The subject of the meeting was a verbal
presentation of a concept to establishing regional
depots for maintenance and control of transport
vehicles .

10) Did you also meet with Sheikh Adham or Sheikh Khalil
during this visit?

No.

11) Did you also meet with U.S. officials in Saudi Arabia
during this visit? If so, who?
No, the British Army were advisors to the Royal Saudi
National Guard at that time.

12) You have testified that "your relationship continued with
BCCI after Nr. Akbar resigned." Please explain exactly
what kind of a relationship you had with BCCI . When did
the relationship begin with BCCI? What was the basis of
the relationship? Did the relationship with BCCI change
after Akbar left?

a) Global Chemical & Maintenance Systems Ltd, a Saudi
Company, maintained a Bank Account in BCCI London
for the purpose of purchasing goods and services
(Spare Parts, Special Tools and recruiting costs as
well as bank charges for issuing Tender and
Performance Bonds).

b) 1977

c) Banking

d) No.

13) Who were your principle contacts at BCCI during the time
Z.A. Akbar worked there? After Akbar left?

a) Z. A. Akbar

b) Fakhair Hussain

Page 3 of 5
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14) Global Chemical and Maintenance Systems lists BCCI as its
banker. What services did BCCI provide to Global Chemical
and Maintenance Systems?

See No. 12 (a) above.

15) You have testified that you met Mr. Naqvi and Mr. Abedi.
On how many occasions? Please be as precise as possible
as to the exact date and location of the meeting(s). What
was the substance of the meeting! s)?

a) Mr. Abedi once.

b) Mr. Naqvi more than half dozen times.

c) Global 's business progress and bonding requirements.

16) Did you ever meet Mr. Abedi or Mr. Naqvi in the presence
of either Mr. Khalil or Mr. Adham? Did you ever discuss
Capcom with either Mr. Naqvi or Mr. Abedi? If so, please
provide the substance of those discussions in as much
detail as possible.

a) No.

b) No.

17 ) You have indicated that you sold you stock in Capcom back
to the company at the company's request. How much did you
sell? At what price? How was the request to sell the
stock conveyed to you?

a) Capcom Chicago, 50,000 shares at US S 6 per share =
US $ 300,000.

b) First President verbally requested me to sell my
shares back to the company, then I wrote personal
letter to Capcom requesting them to by my shares.

c) It is my conviction that I still own 80,000 shares
of CAPCOM London.

18) When were you last in Washington D.C.? For what purpose?
Did you meet with any U.S. government officials at that
time?

Page 4 of 5
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a) January 1992.

b) Medical evaluation at National Rehabilitation
Hospital .

c) No.

19) Do you serve on any other boards with either Sheikh Adham
or Sheikh Khalil?

a) Sheikh Kamal Adham none.

b) Mr. Abdul Raouf Khalil: Global Chemical & Maint
enance Systems Ltd., a Saudi Arabian Com'pany.

20) Do you believe that Z.A. Akbar deceived you?

Yes, deceived, duped, humiliated ... etc... etc.

Robert E. Powell

Subscribed and svorr. to (affirmed) before me this 8th aay of
July 1992 at the Embassy of the UNited States of America
Muscat, Sultanate of Or,ar. . My commission expires on INDEFINITE

Sianature of Officer Administering Oath / u4"
Norro.n T. RouleTitle

Vice Consul

Embassv c( the United States of Ameri

IkluiCut, oimauaic oi ciu<iu
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. s&y. v Questions for Robert E. Powell
Answers to be provided in affidavit form

Ref : R.E.Powell - Capcom Questibns and Answers Addendum to
first -questions dated 17/06/92.
Completion of answers to questions 19, 20 and 25.

19) How much money did you invest in Capcom? Was any portion
of that investment financed? If so, by whom?
a) Previously answered.
b) Previously answered.
c) Global Chemical & Maintenance Systems Ltd, a Saudi
Arabian Corporation in 1984 - 1985 time frame.

25) Have BCCI ever provided a loan to you or any company with
which you have been affiliated? If so, please provide the
amount of the loan(s), the date(s) of issue, the terms of
the loan(s) and the purpose of the loan(s).

a) In view of the information provided in answers 19 &
20, I now believe that no Global entity or myself
borrowed any money from BCCI.

b) Previously answered.
c) Previously answered.

20) What percentage of holdings did you have in Capcom
between 1984 and 1988? Please list holding on a year by
year basis.

a) Previously answered.
b) After I received conflicting statements from

Capcom, I retained a Solicitor in England to assist
me in identifying shareholding allotted to me by
Capcom during 1984 to present. The public record
shows the following:

Shared allotted repeat allotted to R.E. Powell:

15,000 Shares on 01/06/1984
1,350,000 Shares on 15/11/1984
1,250,000 Shares on 17/06/1985

* 3,500,000 Shares transferred from my name to
another party on 30th October 1987.

Page 1 of 4
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These totals suggest that I still own 250,000 or 1% of
the outstanding shares of the company. Each share of
Capcom stock hold a par value of One Pound Sterling . This
collaborates my claim to own 1% of the outstanding shares
of the company. When I purchased my shares in the company
only Eight Million shares had been issued. When or how I
became the owner of a 250,000 shares is not explained by
the record nor do I have any knowledge about the
activities that created this apparent paper increase. See
Exhibit (a) attached "Articles of Association" paragraphs
4, 9 & 10. From reading these paragraphs it is obvious
that the company can do any thing it pleases with its
shares without informing affected parties. Is not hind
sight beautiful? I have also enclosed the following
Exhibits for your information:

a) Capcom' s Article of Association.

b) C.F.H. Company Formations Limited, Company report
(Refer to page 4).

c) Initial letter from Powell to M.D. Barrett dated 18
June 1992 with attached notice from Mr. M. Saghir
(President of Capcom Future Chicago) .

d) Letter from Capcom to Powell dated 17/06/92 (Subj:
Notice of Annual General Meeting received on 21/06/92.

e) Letter from Powell to Capcom dated 29/06/92 (Subj:
Request for information identified in my letter dated 18
June 1992) .

f) Letter from Capcom to Powell dated 29/06/92 (Subj:
Answerers to Powell letter to Capcom dated 18/06/92).
Please note statement of Powell shareholding in first
paragraph. Please also see attachment to this letter
identifying company registry of shareholders from
30/05/86 to 30/06/92.

g) Letter from Powell to Capcom dated 29/06/92 (Subj:
Request for additional information) .

h) Letter form Powell to Sherwin Oliver Solicitors dated
30/06/92 (Subj: Request for engagement of Solicitors).

i) Letter to Capcom from Powell dated 30 June 1992 (Subj:
Notice of representation by Solicitors).
j) Letter from Capcom to Powell dated 01/07/92 (Subj:
Expression of frustration and acknowledge of Powell's
appointment of Solicitors ) .

Page 2 of 4
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k) Fax message from Capcom to Powell dated 02/07/92
commenting about my 1% shareholding.

1) Fax from Powell to Capcom dated 05/07/92 (Subj: Capcom
Stock book stubs listing of share ownership form Hay 1986
to June 1992.

m) Letter from Solicitors to Powell dated 06/07/92 (Subj:
Comments about company search of Capcom public record.
See Exhibit b above ) .

n) Fax from Powell to Solicitors dated 07/07/92 (Subj:
Concepts for development of strategy related to
Solicitors attendance to Annual General Meeting) .

o) Fax from Powell to Solicitors dated 08/07/92
concerning results of company search of public record.

p) Fax memo from Powell to Capcom dated 07/07/92
transmitting Form of Proxy.

g) Letter form Solicitors to Capcom dated 08/07/92 (Subj:
Discussion of agenda for Annual General Meeting of
shareholders (See Exhibit "d" above).

r) Fax from Capcom to Solicitors dated 08/07/92 (Subj:
Capcom expression concerning General Meeting raised in
Exhibit "q" above).

s) Fax from Powell to Capcom dated 09/07/92 in response
to his proposal to the Solicitors concerning the agenda
for the Annual General Meeting of Shareholders ) .

t) Fax from Capcom to Powell dated 09/07/92 confirming
agreement reached during telephone conversation.

u) Report from Solicitors dated 15/07/92 (Subj:
Attendance at the Annual General Meeting of Capcom.

v) Copy of Capcom Annual Report for 1988.

w) Copy of Capcom Annual Report for 1989.

x) Copy of Capcom Annual Report for 1990.

My comments about the above exhibits are:

1. For the expenditure of 2,750 Pound Sterling, I was able
to stir up Capcom 's Management to the fact that I was a
shareholder until proven otherwise.

Page 3 of 4
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2. Temporarily interrupted payment of Ziauddin Akbar legal
fees ( I have no doubt that 'Company Management will find
a way around the court injunction and the shareholders
objections to resume payment of these fees).

3 . That final research of Company records may show that I do
not now own any stock in Capcom. However, I don not
believe results of said research will alter any of my
statement made above, whether or not I own any Capcom
London Stock. I hope this report satisfies your curiosity
about my shareholding activities with Capcom.

Regards ,

Robert E. Powell

Muscat,uman. uu.,

Page 4 of 4
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THE COMPANIES ACTS 1948 to 1981.

COMPANY LIMITED BY SHARES. 1811865

OF

t. Subject as hereinafter provided/ the regulations
contained in Part I of Table A in the First Schedule
to the Companies Act 1948, as in force at the data
of incorporation of the Company, (hereinafter referred
to as "Table A") , shall apply to the Company.

2. Regulations 11, 24, 75, 77 and 79 of Table
A shall not apply to the Company but the Articles
hereinafter contained and the remaining regulations of
Table A, subject to the modifications hereinafter
contained, shall constitute the regulations of the
Company .

3. The Company is a private company limited by shares
and, accordingly,

(a) any offer to the public (whether for cash or
otherwise) of any shares in or debentures of
the Company, and

(b) any allotment of, or agreement to allot,
(whether for .cash or otherwise) any shares
In or debentures of the Company wit-M a view to
all or any of those shares or debentures being
offered for sale to the public

are prohibited.

4. The directors of the Company are authorised during
the period of five yoars from the date of incorporation
of the Company to allot, grant options over or otherwise
dispose of the original shares in the capital of the
Company to such persons at such times and on such condi
tions as they think fit, subject to the provisions of
Articles 3 and 5 hereof and provided that no shares
shall be Issued at a discount.

sharks

9.7.82
TO. 6

18' 6 63£0 saoiiDnos aanno NinaaHS 68:60 se-ie-s&s*
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- 7

1. ■ Subject to any direction to the contrary that may
be given by the Company in ocneral meeting, any origir.al
shares for the time beinq unissued and any new shares from
time to time to be created shall, before they are issued,
be offored to the members in proportion as nearly as
possible to the nominal /alue of the existing shares held
by them and such offer shall be made by notice specifying
the number of shares to which the member is entitled
and limiting a time within which the offer if not accepted
shall be doemod to be declined; and after the expiration
of such time or on recoipt of an intimation from the
member to whom the notice is qiven that he declines to
Accept the shares, the directors may dispose of the same
in such manner as they think most beneficial to the
Company. The provisions of section 17 of the Companies
Act 1980 shall have effect only insofar as they are not
inconsistent with this Article.

6 . -In regulation 3 of Table A for the word "ordinary" there
shall be substituted the word "special" and the words from
"on such, terms" to the end shall be omitted.

7. Subject to the provisions of Part III of the Companies
Act 1981, the Company is authorised to purchase its own shares.

kim .
!

8. The Company shall have n first and paramount lien
on every share (whether' or not it is a fully paid share)
for all monies (whether presently payable or not) called
or payable at a fixed time in respect of that share and
the Company shall also\have a first ar 3 paramount lien
on all shares (whether tar not they are fully paid shares)
standing registered in! the name of any person indebted
or under liability to «a Company for all monies
presently payable by hit; or his ostate to the Company,
whether he shall bu thefcaole registered holder thereof
or shall be one of two <'r mote Joint holders; but the
di recto's may at any tins- declare any share to be wholly
or in part exompt from the provisions of this Article
The Company's lien, if any, on a share shall extend to
all dividends payable thereon.

TRANSFER AND TRANSMISSION; OF SHARES

9. The instrument of transfer of a fully paid share need
not be executed by or on behalf cf the transferee and
regulation 2? of Table A shall modified accordingly.

10. Save In the circumstances set out in the next
succeeding Article the diwpctora may, in their absolute
discrotion and without assigning any reason therefor,
decline to register any transfer of any share, whether
or not it is a fully paid nharo.

4 •
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8

11. Subject as hereinafter provided

(a) any share may be tranKf erred to a person" ""*—•' who Is already a membor of the Company;
(b) any share may be transferred by a member
of the Company to any child or ramotor issue,
parent, brother, sister, or spouse of that
member, and any share of 'a deceased member
may be transferred by his personal represen
tatives to any child or remoter Issue, parent,
brother, sister, widow, or widower of such
deceased member and shares standing in the
name of a deceased member or his personal
representatives may be transferred to the
trustees of his will; *nd

(c) any share standing in the names of the
trustees of the will of any deceased member or
of a settlement created by a member or a
deceased member may be transferred upon any
changv of trustees to the trustees for tho time
being of such will or settlement or to a
person to whom such member or deceased member
would have been entitled to transfer the same.

Provided always that nothing horeinbefore in this Articie
contained shall prevent the directors from declining to
regiater a transfer of a share (1) on which the Company
lias a lien or (ii) to any infant, bankrupt or person of
unsound mind.

12. The proviso to regulation 32 of Table A shall not
apply to the Company.

13. Every notice convening a gonoral meeting shall comply
with the provisions of section 136(2) of the Act as to
giving information to members in reqard to their right
to appoint proxies; and notices of and other communications
relating to any general meeting which any member is
entitled to receive shall be Sent to the auditors for the
time being of the Company.

14. Unless and until the Company in general meeting shall
Otherwise determine, the number of directors shall be
not less than one nor more than seven. If and so long
as there Is a sole director, such director may act alone
in. exercising all tho powers and authorities vested in the
directors. A director shall not require any share

19.7.82
3TD. 8

60
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- 10 -

inserted the words "is removed from office by resolution
duly parsed under section 164 of the Act" and (ii) all the
words after "by notice in writing to the Company" ahull
be omitted.

POTATION OF DIRECTORS

20. In regulation 89 of Table A after the words "then the
number nearest" shall be inserted the words "to but
not exceeding" .

THE SECRETARY

21. The first secretary of the Company shall be the
person named as the first secretary of the Company in
the statement delivered undor section 21 of the Companies
Act 1976.

NOTICES

22. In regulation 131 of Table A, all the words after the
words "letter containing the notice" shall b«

omitted, and

in substitution therefor there shall be inserted
the words

"and, if posted by pre-paid first-class mail, to have
been effected at the expiration of 24 hours

after the

letter containing the same is posted,
and, if posted by any

Other class of pre-paid mail, at the time
at which the

letter would be delivered in the ordinary course
of post".

INDEMNITY

23. in addition to the indemnity contained
in regulation

136 of Table A and subject to the
provisions of section

2O0 of the Act every director,
managing director, agent,

auditor, secretary and other officer of the Company
shall

bo entitled to be indemnified out of
the assets of the

Company against all losses or liabilities
incurred by

him in or about the execution and
discharge of the duties

of his office.

9.7.82
ITD.10
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NAMES, ADDRESSES AND DESCRIPTIONS OF SUBSCRIBERS

STEPHEN FREDERICK WALFORD

Epvteetf. House,

25/35 City Road,
London ECl

Company Formation
Assistant

JOHN REGAN , )

Epworth House,

25/35 City Road,
London ECl

Company Search
Ass ifltant

Dated the S
of
^

WITNESS to the above signatures:

YAP KIM LAN /

Epworth House,

25/35 City Road,
London ECl

Company Formation Assistant

19 &f
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Share Distribution

A. K. Puri of Avenue Henry Dunant, 13-B32, 1140 Brussels, Belgium • £3,620,000

S.Z.A. Akbar of 22 Easinghill, London NWlJ - £6,000,000

Grosella S.A. of 7 Cambridge Court, 210 Shepherds Bush Road, London W6 7NL -

£3,250,000

Sheikh H.R. Pharaon of PO Box 6474, Jeddah, Saudi Arabia - £130,000

Mohammad Saghir of 8824 N, Springfield Avenue, Stokie, Illinois - £250,000

Sheikh Kanal Ibrahim Adham of PO Box 6126, Jeddah, Saudi Arabia - £3,000,000

Elsayed E Eljawhary of PO Box 6126, Jeddah, Saudi Arabia - £1,750,000

Sheikh ARH Khalil of PO Box 14032, Jeddah, Saudi Arabia 21424 - £8,250,000

R.E. Powell of 6471 Bixby Hill Road, Long Beach, California USA - £250,000

L.E. Romrell of 5828 South Kearney Street, Englewood, CoJarado - £250,000

B. Magness of 4725 South Holly, Englewood, CoJarado USE - £250,000
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107GraysImRoad
LondonWC1X817

Telephones'
General071-6314866
Oeales071-8314977
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General9450556CAPCOMSCAPCOMFINANCIALSERVICESLTD

29th June 1992

Dealers887271CAPCOMG
FacsMe:071-404331S
ReulerMonitorPagesCCOL-0
ReuterDeatngCodeCCOL

Our Ref: MDB/LS/262C

R.E. Powell Esq
Global Chemical & Maintenance
PO Box 5114 Ruwi
Muscat
Sultanate of Oman

Dear Mr Powel1

Re CapcomFinancial Services Limited

Thank you for your letter of 18th June.

We do not have the Share Certificates themselves, but I have arranged for our
staff to attempt to reconstruct the history of the shareholdings from the Share
Certificate stubs, and it would appear that you do not have a shareholding in
the company.

I have no information on the payment details.

I am not personally aware of any particular records which related to your
relationship with Capcom, and it is really not practical to go through all
Capcom"s old records searching for references.

Our principal difficulty in carrying out any research about the past period is
that the police authorities took possession of Capcom's storage facility as part
of their investigations into the B.C. C.I. collapse, and I really only have
current records available to me.

I only joined the company as a director in late 1989, and there is now no-one
working at the company who has any effective knowledge of the earlier period.

I enclose a copy of the 1988 accounts, and of the audited but not yet approved
1989 and 1990 accounts. The 1991 accounts have not yet been prepared.

I also enclose a list of my understanding of the current shareholders - although
the attribution of \% of the shares to you would seem to be incorrect, if our
analysis, referred to above is right.

P.S.
Enclosures are being sent
by DHL

Incorporate!•Enjand

RtoaerioNo1811865

Acosttredadonss:
107GrayshiRoad
lonJonWCIXHZ

57-961 0-92-9
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30th June, 1992.

LIST OF..SHAREHOLDERSIN CAPCOHFINANCIAL SERVICES LTD AS AT 30th JUNE, 1992.

ISSUED ON NO OF- SHARES AS_AT_3Q.6.92.

SHEIKH KAMAL IBRAHIM ADHAM

EL SAYED E.ELJAWHARY

SHEIKH ABDUL RAOUFHASANKHALIL

ROBERT EDWARDPOWELL

LARRY E. ROMRELL

30.5.86

S.A.

AJAY KRISHAN PURI

SHEIKH HATTONRASHID PHARAON

SYED ZIAUDDIN ALI AKBAR

MOHAMMEDSAGHIR

MICHAEL DAVID BARRETT

3.11.87

1.2.88

15.6.92

4,250,000

3,750,000

5,000,000

3,750.000

2,750,000
•' 250,000

1,250,000

3,870,000

130,000

6,000,000

250,000

1

nil

S.Z.A.Akbar

S.Z.A.Akbar

nil
nil
M.Saghir

ail
M.D.Barrett 5,999,999

nil 250,000

nil 1

4,250,000

3,750,000

5,000,000

NIL

500,000

250.000

1,250,000

3,620,000

130,000

TOTAL ISSUED SHARES £ 25,000,000

Prepared by:-

/ft
Salira A. Kazi
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Robert E . Powell
P.O.Box: 5114 Ruwl

Muscat, Sultanate of

Tel. NO.: (968) 797120

30,June 1992

- CAPCOM Financial Services Ltd.
107 Grays Inn Road
London WC1X 8TZ

Fax No. : 071 404 3316

Attn: M. D. Barrett
Director .

Fax No.: (968) 708780

Dear Mr. Barrett,

Ref. : Your Letter MDD/LS/262C dated 29 June 1992.

Thank you for responding to my letter of 18 June 1992. I must
confess that your letter brought both good news and bad news.
It is mind boggling to accept a statement that my name has
been on the shareholder list for approximately eight years
only to find out at this late date that my shareholding was
only a sham.

The good news is that I can represent to the authorities that
I never owned shares in CAPCOM. The bad news is CAPCOM
misrepresentation on my share ownership has caused me serious
humiliation for no reasonable cause. However, I know that I
caused the payment of 80,000 Pounds to CAPCOM in 1985 time
frame. My record shows that I own at least 450,000 shares of
which only 80,000 shares were paid for.

To solve this problem out, I have engaged a UK Attorney by the
name of Mr. Nigel Astbury to visit with you and review what
records you have. Your cooperation with Mr. Astbury will be
appreciated .

Sincerely, .

Robert E. Powell

P/S: Please note that I received only a fax copy of your
letter and I did not received the list of current
shareholders. If that list is not included in your DHL
package, please fax it to me.
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9 -2 usc n 2 e BARRETTS l_ O N D O W

0 7 — WED : 2 S BARRETTS 1_ O N D O M P . © 2

107GraysInnRoad
LondonWCIX812

Telephones:
G*nanl07183l4666

CAPCOMFINANCIALSERVICESLTD

1st July 199?

Dealers071-83!4977
Tftac
GeneralW505SSCAPCOM3
Dealers88727)CAPCOMG
FacsMe:071-4043316
RatftrMonitorPagesCCOL-0
RenterDeainoCodeCCDL

Robert E. Powell Esq
Fax No. 010 968 708780

Dear Mr Powell

Thank you for your letter of 30th June.

I do, of course, fully sympathise with your frustration at the confusing picture
I have presented to you.

I am not, I must emphasize, saying definitely that you are or are not a
shareholder. You asked me a question and there had never before been any reason
to query that the answer was: you own 1%. But Investigating source documents
seemed to indicate a different answer.

I say "seemed" because, as I said in my letter, the documents available to me
are incomplete.

I have spoken to your lawyer and I have told her that I will go to whatever
lengths are necessary to resolve the issue with her. We have absolutely no
reason to want anything other than to help solve any confusion. Certainly, I
• ill cooperate in every way I can.

The list is in the package on its way to you.

Your? :nee rely
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SMERWIN OLIVER
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THE OLD MANOR HOI jSI: :WICKHAM ROAD : EAREHAM PQ16 7AR

DX 40816 FARHHAM FAX: (VU9fl22f>I2

TELEI'Hi WE: 0.129H22M 1

EXHlBlT(tA')

cx:x ref

R." Powell Esq.,
P.O. Box 5114 RUHI,
Muscat,
SULTANATE OF OMAN

BY FAX: 010-968-708-780

. NSA/JAC/POWELL
w««* ,>A":

6th July, 199Z

Dear Mr. Powell,

Re: CAPCOM Financial Services Ltd

Thank you for your fax of 5th July enclosing copy of your letter to Mr. Barrett
of the same date and of the list of Shareholders prepared by Mr. Sal In A. Kazi
dated 30th June. Clearly the records are In disarray but hopefully Mr. Barrett
will find something out further as a result of his visit to the Serious Fraud
Office.

He too if you wish can visit the Police on your behalf - I think we ought to
keep that option open.

I see that you have sent Mr. Barrett a copy of the Company Registry report we
sent to you. As you appreciate that Report was complied by our Company
researcher from reading the microfiche records. I would imagine frankly that
Mr. Barrett already has an up-to-date Company Search - he certainly should have
as he is after all the Company Secretary. The Police certainly will have.

I see that in your letter to Mr. Barrett of 5th July you reiterate once more what
your position 1s. That 1s fine but I would counsel some circumspection 1n what
you write to Mr. Barrett on this subject as at present the position 1s certainly
not clear enough to enable anyone to make categoric statements.

It looks from Mr.Kazi's list as though were issued 3,750,000 shares on 30th
Hay 1986 and that presumably they wcr ansf erred to Sza Akbar as part of the
6,000,000 shares he received on 3rd /ember, 1987. He then seems to have
transferred 1 share to Mr. Barrett pr .ably on 15th June, 1992 - less than a
month ago. I think we should contact ... . Barrett by the end of Monday/beginning
of Tuesday and of course I will speak with you on the telephone this ifternoon.

As I am sure you will appreciate Roisin Barry and I have spent a considerable
amount of time on this matter not least speaking to you at some length on the
telephone. The accounting has yet to catch up but I would imagine that we are
close: to exhausting the £1,000 originally provided by you. I need to be sure

NKUlJ-S.S-IV»AKll.AM>WiW|.,r»T.IV\VIHMf.•W1A*A »•,1.AVIDC,<jUVW:MMWt MYAWT,MKKL,*OAK!.HAINfcI
'. WfflP

.'^'^'WNl't I'AlWiVJ lllimWINKSIINSIII
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that our fees are going to be covered and 1n particular, of course, I am aware
that you may well want us to attend the AGM on Friday. In those circumstances I
would be grateful please if you could provide a further sum of £1,000 as soon as
possible which will be held on our client account here against fees. Of course,
we shall in due course account to you for all the time spent and refund to you
any of the money which has not been used up in fees:,v If you could put that in
hand as soon as possible I would be grateful.

Yours sincerely.

HI6R S. ASTBURY
Sherwin Oliver Solicitors
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"Exhibit IH)

Robert E ■ E>oweH
P.O.Box: 5114 Ruwi

Muscat, Sultanate of Oman

Tel. NO. : (968) 797120 Fax No. : (968) 708780

07 July 1992

Mr. Nigel Astbury
Sherwin Oliver
The Old Manor House,
Wickham Road
Fareham P016 7AR,
England.

Fax No. 0044 329 822612

Dear Mr. Astbury

Ref . : CAPCOM Financial Services Ltd.

Please be advised that I have had a long and candid
conversation yesterday afternoon with Attorney Barrett,
Director and Company Secretary of CAPCOM about the records of
CAPCOM shareholders from 1984 to 1992. Attorney Barrett has
reassured me that I will be provided an official detailed list
of shareholders along with dates and numbers of shares.
Information required to compile an official registry has been
requested from the custodian of these records at the Serious
Fraud Office. Attorney Barrett expects to receive and evaluatef these records within one week to ten days . He also advised

/ I that CAPCOM Directors are agreeable to honoring representation
of Powell's. 250,000 shares at the Annual General Meeting of
shareholders scheduled on Friday, 10th July 1992.

^ Concept For Participation in ASM:
Powell request a representative of Sherwin Oliver to attend
the scheduled AGM with the following instructions:

1. To challenge whether or not a quorum of shareholders are
present.

2 . To inspect the proxies to determine number of shares and
shareholders represented at the meeting.

3 . To request postponement of the AGM until shareholders can
be provided with the following information:

Page 1 of 4
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a) Provide shareholders with audited Financial
Statement for 1991.

b) Director's report describing the company's current
and future business plan and Directors opinions to
whether or not the company remains a going concern.

c) Director's written justification for paying S.Z.
Akbar legal expenses, yesterday, today and in the
future.

d) Director's written statement as to cause of
outstanding law suits against the company,
explanation of the elapsed time in reporting the
charges and the company's defense.

If the Directors will not agree to postpone the meeting, the
Sherwin Oliver representative is authorized to take the
following action along with any other action they deem
appropriate :

1. To vote in the affirmative to approve Agenda Items No.
(1) and (3) along with any other statutory requirements.

2. To vote in the negative rejecting the appointment of Mrs.
Sushama Puri. Mrs. Puri to be replaced by a
representative appointed by the Company's Auditors.

3. To vote in the negative against resolution to authorize
and instruct the directors of the Company to pay the
legal fees of Syed Ziauddin Ali Akbar.

4 . To place before the Board a resolution to' instruct the
Directors of the company to call for special General
Meeting of the shareholders within a three month period
for the purpose of presenting to the special meeting of
the shareholders the following information for their
consideration and action:

a) Provide shareholders with audited Financial
Statement for 1991.

.b) Director's report describing the company's current
and future business plan and Directors opinions to
whether or not the company remains a going concern.

c). Director's written justification for paying S.Z.
Akbar legal expenses, yesterday, today and in the
future .

Page 2 of 4
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d) Director's written statement as to cause of
outstanding law suits against the company,
explanation of the elapsed time in reporting the
charges and the company's defense.

Read in to the record, the following information about
this shareholders position:

a) If the business plan does not" confirm that the
company is a viable going concern with a future,
then the shareholders should place the company in
liquidation.

b) That defense of Akbar is not in the interest of the
company because:

i- Akbar has done irreparable damage to the
company and its shareholders reputations.

ii- Akbar acted outside the objects of the company
and has been charged ;for the second time with
willful breaching of commercial regulations.
Therefore, the Directors should also bring
charges against Akbar.

iii- The company has no moral or legal obligations
to spend shareholders funds for Akbar' s
defense.

iv- Six Million shares held by Mr. Barrett can
only be as Akbar 1s nominee to be voted solely
for Mr. Z.A. Akbar interest and therefore
represent a potential conflict of interest.

c) The company should urge S.Z.A. Akbar to cooperate
with the authorities, make whatever deal he can,
pay his dues and return to his family as soon as
possible. For the company to spend hundreds of
thousand of Pounds on Mr . Akbar ' s and'' other unknown
persons defense when the result could bring
potentially harsher terms makes no sense. If he is
innocent of the charges, let the facts speak for
themselves .

If the Directors proceed with the AGM despite of Powell's
objections, the Directors should be informed of the
following:

a) Powell will seek an injunction against the
directors expending any additional funds for legal
fees on behalf of Akbar.

Page 3 of 4
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. b) Question the propriety of Company Secretary and
Directors buying and selling of shares from the
beginning of the company todate and demand evidence
of payment for shares and source of funds as well
as their authority for paying for Axbar's previous
legal expenses.

c) If the injunction fails, Powell will mobilize
proxies from shareholders sufficient to bring legal
action against the Directors for misappropriate of
the company funds and other illegal action. If
sufficient proxies are received to establish a
quorum of shareholders , a special General Meeting
of shareholders will be called to rescind the
authority of the Board of Directors to make payment
for the defense of Akbar.

It is requested that you review the above letter for content
and appropriate language so that it can be presented to Mr.
Barrett for his consideration and action before the
shareholders meeting.

Sincerely,

* FOR INFORMATION AND DISCUSSION ONLY 1

Page 4 of 4
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EXHIBIT UO)

Robert E . Powell
P.O.Box: 5114 Ruwi

Muscat, Sultanate of Oman

Tel. NO.: (968) 797120 Fax' No.: (968) 708780

08 July 1992

Sherwin Oliver
The Old Manor House,
Wickham Road
Fareham P016 7AR,
England.

Fax No. 0044 329 822612

Attn.: Mr. Nigel Astbury
Ms. Roisin B. Barry

Ref . : CAP COM Financial Services. Ltd.- R. E. Powell

I reviewed your proposed draft letter to CAPCOM regarding the
AGM. I find it quite satisfactory and suggest that you fax it
to CAPCOM at your earliest possible time.

I also received fax hard copy of CAPCOM' s incorporation
documents. I was fascinated by paragraphs 9, 10 & 23 of the
Article of Association. If these Articles are not restricted
some where else in the commercial code or by the Company Act
of 1985, I can understand why the company acted so casually,
secretly and arrogantly. When we talk this afternoon, I will
appreciate your comments about paragraph 23 indemnity. Could
said paragraph justify payment of legal fees for Mr. Akbar
even though he has been charged with committing illegal acts.

I received from you only copies of the Memorandum of
Association and the Articles of Association. There must be
more amendments to the Articles of Association changing the
name of the company twice and whatever else. I would also like
to have hard copies of the official Company House Registry
from 1982 to 1992. Now that I am. aware the company was
registered approximately two years before I become involved.

Page 1 of 2
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A number of misconceptions have been clarified. I thought I
was an original shareholder. In your earlier fax of 02 July
transmitting the company report, page 4 indicates that as of
17 June 1985, I own 3,750,000 shares and that 3,500,000 of the
shares were transferred on 30 October 1987. I need to know
whether or not those entries appearing in the company report
represent each and every entry concerning ray involvement in
buying and selling CAPCOM shares.

I will talk to you later today.

Sincerely,

Robert E. Powell

Page 2 of 2
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THE OLD MANOR HCXSE ;WK:KHAM ROAD : FAREHAM PQ16 TAR
OX 40816KAREHAM FAX: 0329 822612

TELEPHONE: 0329 82Z611

M.O. Barrett Esq.,
CAPCOM Financial Services Ltd.,
107 Grays Inn Road,
LONDON. BY FAX AND POST: 071-404-3316
WC1X 8TZ

NSA/JAC/POWELL HDB/LS/262C
1V"* 8th July, 1992

Dear Sir,

Re; CAPCOM Financial Services Ltd - Mr. R. E. Powell

As you know. He have been instructed by Mr. Robert E. Powell to investigate for
him the situation regarding his Shareholding in CAPCOM Financial Services
Limited. He has received Notice of an Annual General Meeting of the Company to
be held on Friday 10th July at 107 Gray's Inn Road, and is particularly
concerned to note the various proposed resolutions for that meeting.

You will also know that we have over recent days been investigating as far as we
can the Members Register of this Company to seek to establish what the true
position is. In that context you will have spoken to our Miss Roisin Barry.

You have also, we understand, spoken direct to Mr. Powell. He understand from
him that you have asked the Serious Fraud Office (who presently hold most of the
records of the Company) to provide you with a detailed list of Shareholders
along with dates and numbers of shares. This you will be receiving within a
week or 10 days. You have undertaken to provide that information to Mr. Powell
once it is received. We understand that for the purpose of the proposed Annual
General Meeting he will be considered to have 250,000 shares in the Company.

As for the proposed Annual General Meeting, Mr. Powell 1s particularly concerned
to note the resolution numbered 4 which is to authorise the payment of the legal
fees of Syed Ziauddin Ali Akbar who it seems is a past Director of the Company
and presently a fairly major Shareholder.

We cannot presently see what justification there can be for paying these
expenses.

It seems to us that in view of the present situation and In particular 1n view
of the state of the Companies Records and the fact that they are for the most
part being held by the Serious Fraud Office, it is inappropriate to be holding
an Annual General Meeting at this stage.
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Our client through ourselves therefore will be asking for a postponement of the
Annual - General Meeting until Shareholders can be provided with the following
information.

1. An audited financial Statement for 1991.

2. A Directors' Report describing the Companies current and future business
plan and the Directors' Opinion as to whether or not the Company remains a
going concern.

3. The Directors' written justification for paying Hr.Akbar's legal expenses
either in the past or in the future.

4. The Directors' written Statement as to the cause of the outstanding law
suits against the Company, what they relate to and an explanation as to the
lapse in time before reporting this to the Shareholders. We shall also
require an explanation as to exactly what Injunction or Injunctions are 1n
existence as. referred to in the Notice of the Meeting.

We write to put you on notice of our client's position and that we shall be
attending on Friday on his behalf. We invite your comments.

Yours faithfully.

Sherwin Oliver Solicitors
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EXHIBIT
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8th July 1992 RwHrOeellnoCod»CCOL

Our Ref: MDB/CC/268C
Tour Ref l NSA/JAC/K)WELL

pg Hp; JttM 622612
Messrs Sherwin Oliver
The' Old Manor Bouse
Wickhara Road
Fareh am
P016 7AR

Dear Sirs,

Re; Mr R K Powell

Thank you for your fax of *8th July. As you will appreciate from
our correspondence with your client/ there is clearly uncertainty
about the shareholding of your client.

X note your intention to attend the meeting on Friday. I have
said to Mr Powell that I have no objection to you attending, in
principle, on the basis that the investigation into the physical
records will support what I personally have always understood to
be the position, that your client is a current shareholder in the
company.

I hope to actually review the records held by the Serious Fraud
Office, and I will report back just as soon as that happens.
The Accounts

I do not see that anything to do with the state of the company's
records makes it inappropriate to be holding annuel general
meetings. The issue is whether Mr Powell is a shareholder or
not. There is no other issue regarding the company's reoords. If
your olient is represented at the meeting, the issue has not in
any way infected the validity of the meeting.

You will readily appreciate that the reason for holding the annual
general meeting is a legal one. The company is required by law tofile its audited accounts by certain dates.

rikHMktej
ItagkMfolliMM
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The accounts to 31st October 1988 were delayed for a considerableperiod of time while the board argued with Arthur Andersen about
what contingent liabilities should or should not be included. By
the time those accounts were concluded, and Kingston Smith, the
new auditors, had succeeded in completing the accounting work, the
time for filing the accounts as at 31st October 1989 had also
passed.

We are now in the situation where Companies Registry are issuing
letters to the directors threatening criminal proceedings for
failure to file the accounts.

The position has been brought up to date to a considerable extent
by Kingston Smith preparing the 1989 and 1990 accounts at the same
time. Work on the 1991 accounts is already underway, but its
completion depends upon Messrs Kingston Smith.

When, the 1991 accounts are prepared, another annual general
meeting will be held to deal with them.
You will fully appreciate the legal position, and that we cannot
possibly put off dealing with the already out of date accounts,
until completion of the next audit, which is probably some months
away.

I am certainly not proposing to be prosecuted in the meantime!
The accounts for 1989 and 1990 have already been filed at
Companies House, with the reservation that they are subject to
approval by the annual general meeting, in order to ovoid the
automatic fines imposed on companies as from 30th June 1992.

With regard to the passing of the accounts, therefore, we cannot
see what possible reason there can really be for not dealing with
them at the annual general meeting on Friday. They represent
history. That is not in any way affected by the financial
position in 1991, so waiting for financial figures for 1991 cannot
be a reason for delaying approval of the accounts for the earlier
years.

In essence, the cases against Capcom are as follows:

Republic of Panama

On 31st October 1988 Capcom received the sum of $20,500,000 from
Finley International. Finley International was a company of which
Mr Akbar was a director, as he was of Capcom itself at the time.
On Mr Akbar's instructions, the money was credited to an account
in Capcom owned by SI Raven, an investment company in Egypt, which
was in substantial debit at the'time. It is now alleged that this
money belonged to Noriega, and that it came to Capcom as part of
BCCI's efforts to conceal it from the American authorities. It is
now claimed back by the Republic of Panama. A statement of claim
has been served and a defencn, prepared by Eben Hamilton QC, has
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been filed. There is a Mareva injunction, of whioh we enclose a
copy. That is the current stage of the proceedings.

AlexanflriB Commercial & Martime Bank

Mo writ has been issued. The bank claims that it is owed money by
Capcom Bankers. This was a company set up in Vanuatu, off the
Australian coast, and controlled by Mr Akbar.

In 1988, Capcom itself was receiving deposits from ACMB. The
Banking Act made that impossible to continue. So the purpose of
Capcom Bankers was to take the deposits. It appears that in 19 88
Mr Akbar (and another director) signed a letter guaranteeing to
ACMB the repayment of monies sent to Capcom Bankers. Eben
Hamilton QC regards this as a valid guarantee.

In 1989, Capcom took Counsel's opinion and discovered that the
scheme did not work, and Capcom stopped receiving any funds from
ACMB. However, it appears that ACMB continued to make funds
available to Capcom Bankers and they claim they did so on the
basis of the guarantee letter.

The advice of Queen's Counsel is that there is a defence to the
action because it must have been quite clear to ACMB that a
dramatic change had occurred, and their subsequent actions
indicate that they were not relying on any guarantee, which
appears to have been discovered when they became involved in
seeking to recover the money from Capcom Bankers.

It is understood from Mr Akbar that Capcom Bankers deposited most
of the money back with ACMB before the due repayment date and that
the deposits, together with the value of Capcom Bankers'
shareholding in ACMB, and some other securities which have been
lodged leave a shortfall of possibly $500,000.

Swiss Caae

Funds which Capcom was holding in Bangue Leu Geneva were frozen by
the Swiss authorities on suspicion that the money originated from
drugs laundering. The suspicion was created by the Financial
Times series of articles on bcct and relates, solely to the known
events of 1988. I have given evidence to the Swiss judge which
puts it beyond doubt that there can be no drug laundered money,
but the Swiss judge requires my statements to be independently
checked by police in this country, and we are waiting for that
process to be undertaken.

American Criminal Proceedings

At present, the Americans cannot take proceedings against Capcom,
according to the advice of Queen's Counsel, and Washington
lawyers, but they seek to make Capcom criminally liable for any
offences alleged against Mr Akbar with regard to the "Noriega
money' referred to above, which is the source of a racketeering
charge against Mr Akbar and Capcom in the United States.
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Justification of Paving Mr Akhar'* Legal Kipgnwog

In most of the cases facing the company, if Mr Akbar is foundguilty, the company is found guilty. He was a director of Capcom
at the time, and the acts which the plaintiffs' claims give rise
to liability are, in many cases, his actions in his capacity as
director.

In the "Noriega money" case, Mr Akbar is a defendant along with
Capcom. The Mareva injunction forbids him from disposing of
assets, although he can pay legal fees. But he has no assets.

(L
e
g
a
l Aid had been applied for and refused. So if he is to defend

himself, he needs to be represented by lawyers. Capcom will have
immense difficulty in sustaining its own innocence against the
charges, if Mr Akbar, its agent, has had to concede his
responsibility, in default of proper representation.

With regard to possible proceedings in the United States, the
British and American authorities are seeking to extradite Mr Akbar
from France. The American proceedings directly . involve Capcom,
which is a co-defendant so that if Mr Akbar is convicted of
racketeering, so may be Capcom.

If the American authorities succeed in extraditing Mr Akbar, then
they may be able to get over the problems they are now
encountering in effectively serving Capcom with the criminal,
proceedings, by serving them on Mr Akbar, then we would have to
defend the proceedings, instead of ignoring them.

The British claims relate to Mr Akbar* s activities at BCCI and the
relationship with Capcom in its earlier days. It might also be in
Capcom' s interests to ensure that Capcom is not found to be at
fault in those issues.

Essentially, the matter is put to the shareholders on the basis
that Mr Akbar 's fees should be paid where it is in Capcom' s

interests to do so.

Viability of the Company

C
T
h
e company continues to trade in the foreign exchange markets,

and we have succeeded in obtaining a number" of customers, mainly
European banks. The company is viable, albeit at a much reduced
level than was the case in 1988. It is recognised that the Capcom
name does not help and plans were in progress to move the trading
operation into a separate vehicle where its connection with Capcom
would be less evident.

It is considered far more satisfactory to attempt to fight the
cases, and to continue in business, than to wind the compuny up,
l£ there were liabilities, but the company was going nowhere, then
winding it up would be a reasonable option.
But if the company in wound up in its current situation, the
liquidator is far more likely to be settling claims with creditors
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Robert E _ Powel 1
P.O.Box: 5114 Ruwi

Muscat, Sultanate of Oman

Tel. NO.: (968) 797120 Fax No. : (968) 708780

09 July 1992

CAPCOM Financial Services Ltd.
107 Grays Inn Road
London WC1X 8TZ

Fax No.: 0044 71 404 3316

Attn: M. D. Barrett
Director.

Ref . : CAPCOM Financial Services - R.E. Powell.

Dear Mr. Barrett,

I acknowledge receipt of your note transmitting your reply to
Messrs Sherwin Oliver. Your timely and candid expressions are
appreciated. I will telephone you between 12 & 12:15 your time
today. If you will not be available at that time, please fax
me a time more convenient for you. I have reviewed your
comments and offer the following thoughts:

1 . I agree with your observation that there is no reason why
the Financial Statement for 1989 and 1990 can not be
formally presented and approved, assuming a quorum is
present .

It would also be appropriate to approve the reappointment
of the retiring Auditors and to authorize the Directors

~- to fix the remuneration.

2. I noted that your statement concerning viability of the
company as a going concern was unconvincing. If I had a
proforma statement clarifying the ' net worth of the
company as of June 30, 1992, I would be in a better
position to appreciate your opinion. In the absence of
such information, I can make a strong case, the company
has no future and its primary business is the defense of
S.Z.A. Akbar and other unknown parties. Therefore, I must
insist that item No. 4 of the Agenda be postponed until
the financial capacity of the company to continue paying
these expenses while remaining a going concern is
documented.

Page 1 of 2
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3 . Under no circumstances can I concur with the re-election
of the Director Mrs. Sushma Puri. She and her husband
(A.K. Puri) were totally involved with Akbar in the
management of the company during mid 1980' s. In fact the
only person I ever saw Akbar defer to was Mr. Puri. The
Puri's knew what was going on at Capcom. To perpetrate

.. the Puri's inside position at Capcom will eventually
cause Capcom more problems than it has now. It is my
recommendation that Mrs. Puri be replaced with an
outside Director either recommended by the auditors or
professional in the field of Capcom 's business.

4. Should you have the opportunity, let Mr. Akbar know my
opinion about the company, my advise to him is:

Ziauddin should start thinking about himself and his
family and stop trying to protect others. He should
separate himself from the Highway men that had led him
into this current difficulties. He should make the best
•deal he can by plea bargaining, pay his dues if he is
guilty and return to his family. as soon as possible. If
he is innocent he should allow the facts to speak for
themselves. I do not believe that Capcom will have the
legitimate financial resources to continue paying for his
legal defense.

The above statement dos not make good reading, but they are
sincere. Ziauddin assisted me in developing a strong banking
relationship with National Bank of Oman in Muscat and BCCI in
London during the second half of 1970' s. I tried to
reciprocate in kind, and with the little funds that I had by
assisting him after he was forced to leave BCCI. Time will
tell how badly I was deceived.

Sincerely,

cc: Sherwin Oliver Solicitors.

Page 2 of 2
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CAPCOMFINANCIALSERVICESLTD

9th July 1992

Our Ref : MDB/CC/14 67m

7Graystan
vtonWCIX8TZ

Telephones:
General071-8314866
Dealers071-8314977
Teles
General CAPCOMG
Do)m887271CAPCOMG
facsmficC71-4D43316
ReuterMonitorPagesCCDl-Q
RenterDeaingCodeCCDL

Fax Hp: 7Q97$0

R E Powell Esq
Muscat
Sultanate of Oman

Dear Mr Powell/

Re: Ca-pcom Financial Services Ltd

Thank you for your letter of 9th July. Thank you for ringing me
as well. Since your holiday is starting and you cannot reach the
lawyer in Sherwin Oliver, I am sending this letter to you and also
copying it to them.
I would deal with the numbered points as follows:
1. The approval of the financial statements and the

re-appointment and remuneration of the auditors will be
approved by you.

2. I will withdraw the proposal in item 4, and I am sure that
Mr Akbar's proxy will agree to that. I am not aware of any
other shareholders planning to attend in person or in prosy.

C The issue is really academic, in fact, because there are no
j funds out of which Mr Akbar's future costs could be paid
1 because of the impact of the injunction which prevents
1 payment of funds.

The really important problem which will arise in due course
involves the defence to the "Noriega money" claim, where, I
am sure you can see that Capcoro could find itself in a
hopeless position if Mr Akbar simply caves in, or has to
cave in, because he is in France - or possibly in America
by then - and has no representation.
However, what I do agree is that the issue needs more early
warning and discussion.
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0
As I explained, I am 'most certainly in favour of Mrs Puri
remaining a director , for the reasons I explained.
You have expressed your opinion, and, since you probably
..cannot contact your solicitors, I expect they will vote

4. I will certainly pass on what you have to say. It is my
view also that there is no way that it makes any sense to
try to defend these criminal actions. Plea bargaining is
the only sensible solution.

As soon as I have managed to sort out the share issue I will get
back to you and your solicitors.

Best Wishj

against her appointment.
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Attendance at the Annual General Meeting of CAPCOM Financial Services Ltd (The
Company) at 107 Grays Inn Road, London, WC1X 8TZ.

"^lOth
July 199? (11am - 12.15pm)

In attendance:- Michael Barrett, John Adler of Barretts' Sol ici tors
Timothy Wall is and Martin Birchmore of Kingston Smith,
Accountants
Nigel Astbury (NSA) and Roisin Barry (RBB) of Sherwin Oliver
Sol icitors

Initially neither Mr Barrett nor Mr Adler were present. The Accountants were
asked why the last Annual Return was dated 10th August 1989 and they said that,
although they had not filed the Annual Returns themselves, they understood that
later Annual Returns had been filed at Companies House.

Mr Barrett and Mr Adler then attended and it was established that Mr Adler was
acting as Mr Akbar's proxy and it was considered that he had 24% of the
shareholding (although they did not seem completely sure of this). Mr Barrett
has I share in the Company and it was acknowledged that NSA and RBB were
attending on behalf of Mr Powell who had a 1% shareholding in the Company.

It was confirmed that the Members Register was with the Serious Fraud Office.

NSA confirmed that he had received the latest fax from Mr Barrett received
yesterday evening and it was understood that item number 4 on the Notice of the
AGM would not now be proceeded with.

In relation to Number 1 on the Agenda it was established that the shareholders
present were to consider and receive the Directors Report and Accounts for 1989
and 1990 and the accountants' Report. NSA said we had only received the 1989
accounts but the accountants assured NSA that the 1990 Accounts had been
prepared and it would appear that a copy of these had been sent to Mr Powell.

NSA pointed out that it was for the Directors to approve the Accounts which
they had done by signing them and that this meeting was merely to adopt the
Accounts. For the record NSA said that the Accounts were fairly horrific but
clearly, acting for a shareholder, he did not have to approve them as such.

The accountants pointed out to NSA that they had merely adopted the comments of
Arthur Andersen, the previous accountants, and that a lot of the liabilities
were contingent liabilities in respect of threatened proceedings which Mr
Barrett said could be ignored once the limitation periods had expired.

Mr Barrett said that, although the Company no longer was a member of various
approved bodies it was still dealing with mainly European Bank clients (this
was evident from the noise from the adjacent dealing room).

Mr Barrett said that the Mareva Injunction did not prevent the Company trading
but there would clearly be no dividends for the shareholders as the Mareva
prevents any disposal of assets.
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NSA asked why in view of the existence of the Mareva item No 4 had been
included in the Agenda in the first place. Mr Barrett said that if at some
point in the future the Company had assets abroad these would not be covered by
the Mareva. Clearly, the Company would need shareholders' approval before the
Company's money could be used for legal costs for Mr Akbar and the Company had
sought to obtain approval at this AGM in the everrt'ihat monies might become
available in the future. However, he agreed with Mr Powell that the
shareholders should be given more notice of any such proposal to consider it
further.

Mr Barrett informed NSA and RBB that Mr Powell was being investigated by the
Senate Sub Committee for Terrorism and Narcotics and it would appear that other
Shareholders are also being looked into even though certain individuals had not
been shareholders for several years.

Mr Barrett said that Mr Powell had always been considered to be a 1%
shareholder but it was only when the Share Certificate stubs had been examined
that it appeared that Mr Powell no longer had a shareholding. He said that of
course Mr Powell might be delighted to find' that he was not a shareholder in
the Company however he would clearly not be' so pleased if his shares had been
transferred to Mr Akbar and he had received nothing in return.

Mr Barrett said that a Police Constable from the Serious Fraud Office was going
through the papers at present and hopefully sorting this issue out.

On questioning from NSA Mr Barrett said that Mrs Puri was in Delhi and that he
had recently attended a Board Meeting in Delhi. He said that Mr Akbar was
presently in prison in Longenesse in France awaiting the outcome of extradition
proceedings to the United States. He said that he had previously been in
prison in 1990 in England for 6 months of an 18 month sentence in respect of a
conspiracy charge. It would appear that when BCCI collapsed investigations
were undertaken in the United States and it was found that money had been moved
from Finley to the Company.

The Americans obtained a secret indictment against the Company and Mr Akbar.
Once Mr Akbar was informed of this he went to France but told his family about
the arrangements who followed him out there. Unfortunately the FBI in turn
were following his family and he was subsequently arrested to face an American
charge of racketeering.

Mr Barrett explained that Mr Akbar was the Treasurer of BCCI and that in some
respects Mr Akbar had been the scapegoat for the serious financial mess BCCI
had got into. It appeared that BCCI had been selling options and futures and
repurchasing at unrealistic prices because the dealers knew that BCCI had to do
this to ensure that there was money in the Bank's Current Accounts.

NSA asked whether the Company held any promissory notes signed by Mr Powell as
reference had been made to these in correspondence. It was established that
there appeared to be no Promissory Notes signed by Mr Powell at the Company's
offices.

In relation to the Mareva Injunction it was established that Messrs Edge and
Ellison Solicitors of Birmingham were acting for the State of Panama.

In respect of Mr Powell's tax returns and other shareholder's personal tax
returns it was established that an individual accountant was dealing with these
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in relation to the Tax claim in respect of dividends which had not been
distributed. It appeared that Arthur Andersen might have made a mistake in the
way they handled the dividends and if so there may be a claim against their
Indemnity Insurance Policy.

Mr Barrett confirmed that he had become a Director- when it appeared that
the Company's financial affairs had been sorted out. After the Mareva had been
put in place, it apparently then became impossible for him to resign
particularly as he was specifically named in the Mareva.

Mr Barrett and the Accountants confirmed that it would appear that the £25
million share capital of the Company was fully paid. NSA queried why the
authorised share capital had been increased to £100 million. Mr Barrett said
that this was when it was considered that the Company had a bright future and
might expand as the situation had changed no further shares other than the £25
million had in fact been issued.

On a personal level Mr Barrett felt that Mr Akbar was in many respects an
honourable man and did not consider that he would have cheated Mr Powell by
transferring his shares without payment. If was also pointed out that prior to
1986, companies did not have to worry where any money came from or if it came
from a dubious source. It is only recently that such activities like
laundering drugs money has become a criminal offence.

On returning to the Mareva Injunction it transpired that BCCI had been handling
all Noriega's funds outside Panama. In relation to the Finley connection it
would appear that Finley had owed the Company some money in relation to a deal
with an Egyptian Company called El Ryan. When the money had come in Mr Akbar
had thought that the money was in relation to this particular deal. It was
pointed out that it was unlikely that Mr Akbar would wanted to touch money
which had belonged to Noriega.

7
In relation to the BCCI action in America it appears that the American
authorities had thought they had effectively served proceedings on the Company
by serving on a subsidiary of the Company known as CAPCOM Futures. In fact
this was no longer a subsidiary of the Company and therefore as the Company had
genuine' divested their shareholding in CAPCOM Futures except for a 3%
shareholdings, the Company had not been correctly served in the United States.
Mr Barrett also said that the FBI had tried to serve him personally but he had
refused to accept these papers.

At the end of the meeting it was formally agreed that the Accounts should be
adopted and Auditors appointed. In relation to the reappointed of Mrs Puri, as
Mr Powell's proxy NSA abstained from this vote but as the remaining proxies and
shareholders voted in favour this motion was passed. Therefore the retiring
Directors were reappointed. It was agreed that the fourth motion would be
dropped and all were in favour. It was also agreed that the Director's
remuneration should be fixed.

Mr Barrett said that he would be happy to fix an appointment for NSA to attend
at the Serious Fraud Office and NSA said that he would take his client's
instructions.
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DIRECTORS' REPORT (continued)

SUBSEQUENT EVENTS (Continued):

The investigation cosmissioned by the SIB was carried out by Messrs Peat Marwick

McLintock. At the same time the company commissioned a special investigation by

Messrs Coopers b Lybrand in order to discover whether any money arising from drugs
dealings had been in the company's possession or whether there were any

transactions or aspects of the company's trade which .appeared to be irregular. The
'^Coopers & Lybrand investigation found no evidence of such money. Further, the Peat

Marwick McLintock investigation also found no evidence, judging by the fact that no

action was taken.' The directors are satisfied that no "money laundering" of any

kind has occurred.

The United States of America authorities have taken no steps over the past two

years to proceed against Capcom Financial Services Limited, beyond initially
including the company in the list of defendants resulting from the particular
investigation. The directors understand that all the other defendants have been
tried, or are being extradited for trial. Capcom Financial Services Limited has
not even been served with any court papers. The directors are confident that the

case will not be proceeded with. It is hoped that the United States of America
authorities will simply drop the proceedings in the light of the outcome of Mr.
S.Z.A. Akbar's United Kingdom trial.

The judge in Mr. S.Z.A. Akbar's United Kingdom trial for conspiracy helpfully
clarified a number of matters concerning the company. First, he was satisfied that
there was no conspiracy involving the company. As the judge stated: "I am also

satisfied that so far as your company was concerned, there were no previous

arrangements. In other words your company was a clean one". Second, the directors

understand that it was accepted that the offence for which Mr. S.Z.A. Akbar was
convicted involved no-one in the company and did not involve management decisions

of the company. Third, the court was under a duty, which it performed, to decide
whether any proceeds of drug laundering had been handled and the directors

understand it was accepted by the court and by the prosecution that no such money
had been handled.

The directors are confident, therefore, in saying that Capcom Financial Services

Limited has not been involved in drugs money laundering.
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DIRECTORS' REPORT (continued)

SUBSEQUENT EVENTS (Continued):

As more fully explained in Note 21(a), a number of transactions were processed
between certain customer accounts, the result of which was to create transfers
totalling US $3.6 million between these accounts. Of these transactions, transfers
of- 'US $2.9 million have been made from certain customer accounts to the Capital
Fund, a fund for which Futures Advisory Services Limited ("FAS"), a related

company, is a trading advisor. The company has no record of specific authority for
these transactions. It is not currently possible to ascertain what compensation,
if any, may ultimately become payable or recoverable and what further impact these
transactions may have on the company.

17//Materially all of the assets of the Capital Fund have now been returned to the
A relevant investors, one of whom is connected to a person who was then a director of

^/ I the company. The directors do not anticipate any claim from any person from whose

account monies were transferred to the Capital Fund, and no claim of any sort

relating to the Fund has been received.

As referred to in Note 21(b), the accounting records include a number of

significant receipts and payments affecting customer accounts, in respect of which

the directors have been unable to provide the company's auditors with relevant

supporting documentation, explanation or authorisation, satisfactory to them. We

have provided the auditors with relevant supporting documentation and explanations

after 9 Hay 1989 in connection with certain of these receipts and payments and, as

a result thereof, the receipts and payments in respect of which the directors are

currently unable to provide the auditors with relevant support amount to receipts

of US $49.6 million and payments of US $4.7 million, and include receipts of US

$20.5 million relating to Finley International Limited (Note 20(e)). It is
currently not possible to assess the extent to which these receipts and payments

have been correctly applied and, accordingly, what liabilities may accrue to the
company in the future.

It is now approaching three years since the transactions occurred. No claim of any
sort has been received in respect of any of the receipts or payments. While it is
technically necessary to refer to them as potential liabilities, the directors are
satisfied, on the basis of exhaustive investigations which have been carried out by

them and by the company's solicitors, that there is little risk of any claim being
received. ,

- 4 -
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DIRECTORS' REPORT (continued)

SUBSEQUENT EVENTS (Continued):

The directors have a copy of an agreement stating that on 3 February 1988 Mr A.R.H.

Khalil entered into an agreement to sell 8,250,000 shares in the company to Mr.
S.Z.A. Akbar for a consideration of £4 million and the settlement of undisclosed
previous accounts between the two parties from 1976 to that date. In accordance

with the copy agreement, the cash consideration of £A million was paid to Mr.

A.R.H. Khalil on A February 1988 and was charged to a. customer account which did

-not contain sufficient funds.

The directors have received no formal notification of the existence of this
transaction, nor have they received a request from either of the parties to the

agreement to register any related share transfers. The legal advice received to

date by the directors is inconclusive as to whether this transaction constitutes

assistance by the company in the purchase of its own shares contrary to Section 151

of the Companies Act 1985.

The directors are satisfied that the company had no intention of purchasing its own
shares. As far as the directors are concerned, if any shares have been purchased
by Mr. S.Z.A. Akbar, then they must be beneficially owned by him. In any event,

the company has not received any request to transfer shares and has no knowledge of

what transfer may or may not have occurred. The directors have no right and have
no way to look behind the shareholdings as shown in the register.

DIRECTORS AND THEIR INTERESTS:

The directors who served during the year and up to the date of this report,

together with their interests in the shares of the company, were-

Directors who served during the year-

L.E. Rosurell (USA) (Chairman) (resigned 20 October 1988)
A.R.H. Khalil (Saudi Arabia) (resigned 3 February 1988)
A.K. Puri (India) (resigned 9 September 1988)
R. Magneaa (USA) (resigned 20 October 1988)
J.C.F. Parry
J.J. Uddin (France) (alternate to A.R.H. Khalil) (resigned 19 November 1987)
S.Z.A. Akbar (appointed 5 February 1988, resigned 13 October 1988)
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DIRECTORS' REPORT (Continued)

DIRECTORS AND THEIR INTERESTS (Continued):

Directors appointed since year end-

S. Serageldin (appointed 16 November 1988, retired 27 July 1989)
M.R. Stewart (appointed 16 November 1988, resigned 25 January 1989)
M. Kamil (appointed 23 January 1989, resigned 3 July 1989)
M.D. Barrett (appointed 28 June 1989)
A.H. Khan (appointed 28 June 1989)
S. Puri (India) (appointed 21 September 1990)
S.R.A. Akbar (appointed 21 September 1990)

Directors' interests-

The directors' shareholdings, shown by the register maintained by the company are
as followa-

Ordinary shares of
£1 each fully paid
1988 1987

L.E. Romrell
A.R.E. Khalil
A.K. Puri
R. Magness
S.Z.A. Akbar

The directors have a copy of an agreement stating that on 3 February 1988 Mr.

A.R.H. Khalil entered into an agreement to sell 8 , 250,000 shares in Capcois
Financial Services Limited to Mr S.Z.A. Akbar. The directors have received no

formal notification of the existence of this transaction, nor have they received a

request from either of the parties to the agreement to register any related share

transfers.

FUTURE DEVELOPMENTS:

During the period following the date of this directors' report the company will
continue to offer a professional spot foreign exchange and bullion dealing

service. Our marketing efforts will centre around commercial participants in the
Middle East with new initiatives being made is certain sectors. Low overheads and
efficient back office systems mean that in 1991 the company should show adequate

performance.

250,000
8,250,000
3,620,000
250,000
6,000,000

2,750,000
5,000,000
3,870,000
250,000
3,500,000

57-961 0-92-10

- 6 -
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DIRECTORS' REPORT (Continued)

RELATED PARTY TRANSACTIONS:

Details of related party transactions are given in Note 20 to the accounts.

FIXED ASSETS:

Information relating to changes in tangible fixed assets is given in Note 11 to the

accounts.

CLOSE COMPANY STATUS:

The company is a close company within the provisions of the Income and Corporation

Taxes Act 1970.

107 Grays Inn Road
London. WC1X 8TZ

BY 01 HE BOARD

A.H. Khan
Secretary

31 January 1991
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Arthur Andersen & Co.
i Surrey Street
London WCaRaPS

Auditors' Report to the Members of CAPCOM FINANCIAL SERVICES LIMITED

We have audited the accounts on pages 15 to 33 in accordance with Auditing

Standards with two exceptions. First, the scope of our review of events and

transactions that have taken place between 9 May 1989 and the date of this report

covered only those specific matters described in our 9 May 1989 report and those

matters brought to our attention by the directors, as explained in Note 22, and

did not cover any other matters. Second, we have been unable to rely on the

company's controls. In consequence, our examination cannot be relied upon to

disclose all misstatements, irregularities or frauds which may exist. These
exceptions are discussed further in the following two paragraphs.

Accounts for the year ended 31 October 1988, including our qualified report

thereon, were originally adopted by the directors and issued to The Association of

Futures Brokers and Dealers Limited ("AFBD") on 9 May 1989. The accounts on pages

15 to 33, upon which we are now reporting, comprise the accounts adopted and issued

on 9 May 1989 updated only in respect of changes in the status of the matters

referred to in our auditors' report of 9 May 1989 and those matters brought to our

attention by the directors, as explained in Note 22. The effects of the update in

respect of these matters are as follows:

The loss for the financial year has increased by £568,895 predominantly

because of increases in provisions for costs arising in respect of litigation

and investigations and increases in provisions for doubtful debts.

Net assets of the company have correspondingly declined by £568,895.

Contingent liabilities, in connection with transactions referred to in
Note 2Kb), have been revised to US$49.6 million in respect of receipts and

US$4. 7 million in respect of payments.
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AUDITORS ' REPORT (Continued)

As more fully explained in Note 21 (a), a number of transactions were processed
between certain customer accounts, the result of which was to create transfers
totalling US$3. 6 million between these accounts. Of these transactions, transfers
of US$2.9 million have been made from certain customer accounts to the Capital

Fund, a fund for which Futures Advisory Services Limited, a related company, is a
trading advisor. Materially all of the assets of the Capital Fund have now been
returned to the relevant investors, one of whom is connected to a person who was
then a director of the company. The directors have been unable to provide us with

evidence of any authority for these transactions. It is not currently possible to
ascertain what compensation, if any, may ultimately become payable or recoverable
and what further impact these transactions may have on the company.

As referred to in Note 21 (b), the accounting records include a number of

significant receipts and payments affecting customer accounts, in respect of which

the directors have been unable to provide us with relevant supporting

documentation, explanation or authorisation. We have been provided with relevant

supporting documentation and explanations by the directors after 9 May 1989 in

connection with certain of these receipts and payments and have, as a result

thereof, concluded that the receipts and payments in respect of which the directors

are currently unable to provide us with relevant support amount to receipts of

US$49.6 million and payments of US$4.7 million, and include receipts of US$20.5
million relating to Finley International Limited (Note 20 (e)). It is currently
not possible to assess the extent to which these receipts and payments have been

correctly applied and, accordingly, what liabilities may accrue to the company in
the future. The directors have informed us that no claim has been received to date

in respect of these contingent liabilities.

- 11 -
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18. PF.OFIT AND LOSS ACCOUNT:

1988 1987

Beginning of year £ 7,328,796 £ 6,170,834
(Loss) profit for the year (9,366,556) 1,104,910
Other reserve movements - 53,052

. End of year £ (2,037,760) £ 7,328,796

19. FINANCIAL COMMITMENTS: Vx

a) Capital

The company had no capital commitments at the year end.

b) Contingent liabilities-

i) the company has contingent liabilities for futures, options and foreign
exchange contracts entered into on behalf of customers in the normal
course of business.

ii) The company is a defendant in litigation in the United States of America
for allegedly carrying out financial transactions involving the proceeds
earned by third parties from illegal drugs dealing. The directors of the
company intend to defend strongly this charge and have made provision for
estimated legal costs and fees paid to regulatory bodies and others in
relation to investigations of £1,222,982, recorded as an exceptional item
(Note 6) and included in accruals (Note 15)1 No provision has been made
for any fine which may become payable, which the directors estimate to be
up to a maximum of approximately US$785, 000 as at December 1988, since
the directors are confident. that the case will not be proceeded with. It
is hoped by the directors that the United States of America authorities
will, simply drop the proceedings in the light of the outcome of Mr.
S.Z.A. Akbar's United Kingdom trial.

The company has also guaranteed to indemnify Mr. S.Z.A. Akbar, a former
director and a shareholder of the company, against all. of his legal costs
relating to the charges brought against him in the United Kingdom and in
the United States of America (Note 20 (h)). The directors have made an
additional provision for estimated legal fees of £327,018, recorded as an
exceptional item (Note 6) and included in accruals (Note 15), in respect
of the cost of Mr. S.Z.A. Akbar's defence in the United Kingdom.

No amounts had been paid at the balance sheet date but, up to the date of
approval by the board of directors of the accounts, £1,460,036 had been
paid by the company for legal fees in respect of the above items, and for
legal ■fees and other fees paid .to regulatory bodies and others in
relation to Investigations into drugs money laundering. This includes
amounts paid on behalf of Mr S.Z.A. Alcbar as disclosed in Note 20 (h).

iii) The company has received funds on behalf of Capcom Bankers Limited
directly from customers of Capcom Bankers Limited, and has held these
funds; a* ;a_J loan. from Capcom Bankers Limited. In this capacity, the
company has guaranteed repayment to all depositors of Capcom Bankers
Limited, \The directors have considered whether this activity constitutes
the taking' of deposits without a licence in contravention of Section 3 of
the Banking Act 1987 and believe that this has not occurred. No

; . conclusive legal advice on the status of this activity was obtained.



908

•jmi'S'V*JWXqTB'LZoqaapoaxvqxy*VZ*S**W

j£q%2'iZ03s«pauAOstpaqxnrxipasjx3SXfj*saqaj;raionqasaaxAJasisasj;
jCxddns05XnadmoaaqqXqpasnqna2ax'ABJ3a9TWWx8AWIqsJXJ(P

•paaj-eaX03jnsnbasqnsTI*1?aTpxvdajuaaqsvqqoxq*(21aqotf)000*OOS'ZT$SD

jo*30i*83ori3njmoadao03xreo\pa^Buxpjoqns«apsmaaqXaadnxoaaqx

•jvbXaqq8nx.mp-oai•aajnqnj
cooodso03000*^0633°aoxssxwnoapf»dXandmooaqx'qa^janiaqqnjSn^x^BAajd

saqsjSAT3f33<Imaonopassq»jbXiredmoaaqqXqpaxxnaoxsnoxsaxmaoo-oni
'saanqnjnoodaojoxaqj-daaajaqeXjbbxpJoaqqjo*((8)oz»3°N)IBSJaqqJtnj

auxoajoqaajxPsataiojmoxavApaa'j*/8U*°Xnvdmoaaqx'vajjaoy10saqaqs

paqjufiaqqnjja^ojqUfvmsqfaa*3aj'saxnqnjmoadaosaroXnvdmoaaqx(3

•XxaAxqaadaaj001*93P™?S8*89I$SQ
sbmpaiuaaaqsajaqni•uoxXTFB9*03POTOOTTTT08*9I$SQaaaiispangaaaqq

josxaqoqaqqaqapqaaqsaauaxaqaqqqy'XxaAxqoadsaj001*9*13P08000*£E*7$Sn

8axxiaqoqspnnjasaqqnoqssjaqutpxadpaa•uofxipnz'YSP°«noTII"PBSKfSQ'
SatxxaqoqpaqpsxisjaapxagmoadBOjojx*1!'0,00apanipsqdaooaXtredmoaaqq'jaaX
.aqq8utjtq*sja<soqsnaoq^aaqXxqoaxppqsajaquxm\isqonoaxaaqqsXadajpaa

sjamoqsnamojjXxqaaJXPsaxaomaqqsaA-paoaj'aaxAjasatqqJognoTta-nnmooon
S3ATS3SJXnvdmooaqx*^0S°3aaJsqw*V*Z*S"JWpaaX0S°3**Ton^*x*y"Jjj
Xqpantoaxpaqxarixsja^ixognoadao'paqxnrpisja^oagmoodaotnaijnaoxa

sospun;»*sq3PtaMSB,IPOTps^T^TI•3»apx»e.moodwojosjtsoio^snsmaijXtqaa^'Tp

paqxtnfisja^uBgmooda^10j\imaqnoapnnjpaAfaoajaaqXnadmooaqx(q

*oaaXaqqSaronp
paqpox^sasTAJtasXjosxapvsaxnqnjoqZ*l9'lZ3J°noxssxmmoopxadpna>eaamoqan3

mojj285*60233°uoTssxnmioDpaozaaXuadmooaqx'^OS°3S1B*(Xnadmooaqq
axjapxoqaaaqsa)x-^i*X"V**WJ°'?T*a13'T^J"S'aoRpoaXOSoqa»jaqatv

*V*Z*S'm3-rapa^XOTIsaaxAaasXjosxapvaajnqnjjosjannofifpfJtMasqaqx

...
'Xxxaaopaqanxnuaq

uaaqaouaaqquanaaa8aaqx-sxsaqqqSuaxs.auaoanoaoasnoxqbasnajq
Xxapoa'XtrediiooaqqpoapaqyayiaaoxAjasXjosxapvaajnqnjoaaAqaq

sqaaxxs30xajjaiajxasojdxsajaqqsaAXOAnxqoaoaajSaaqx*paqpap|ajaxaaa
poasja^ojgaajnqitj30aoxqaxoosayaqxgojaqmaajanuojasxqo^qApaqxnxi
saaxAJasXjosxapvsajnqnjqqx^qnaoaajSvoaoquxpajaqnaaaqXoadnooaqx(a

:SNOiiovsNVBxiiHVJcnxrisra

•(♦*T0*0TI3~L86\)98£*Z83■»»sasaaxSnxqajadoaaaqqjo
qaadsajaxjaaXaqq2nxxnpqonoosassoxpoaqxjojdaqqoqpaSjaqaqunooaaqx

ZZB'Sl}Wft]6861OTaxqaXadaqunonv

Z86T886T

.,.
^/",-a*oxxoi

sasasaaxqnamdxr.bapoaXqjadojdoqpjaSajqqXApaqqxnnoasx.Xoadmoaaqx

-squanxqxcsaooaaaai(a

:(pannTquoo)SJJCWIIWW03TnOMiai

(panaxqaoo)SINQOOOV01S3X0U



2,08

-or-.,....
*M>iaqpsB-pjsmmnsaxsqoTtp*-joivnjjjvSja

3sraaaqa»pax3X3napxa^a*suox33b*ot.z3xBngncn30jaqmna«j.*»E'*"
aqapot«xqaqaoqjo3xn»3J**V•«3nno33».'aaoioq»itDXiBxtoxaaiosx^'Sxrxa3a3JB

snoxaoBsireja-[TO«non30jaqnmo«pa^vajS-fabi'pvq
.

j|bao|tajpfaam6j?«?3iwp
saaXoxdmanxB3.iaaXqs-ioaoa^XP3oaxmo>q3,30jwx3ua33B,aq3'bai^Sntuq

.bb*
37'pnBaqX-x>jsiadoog'Mingdub^oo^trfjojjqaxAXBfj3**£.•MifajjAq'?pacnojiad

aqpxrto/tXnBdinoaaq30307-8110738873saAn73Bq3soofrtbapaq3oa^atianbasqns

■
■
•
'.
<

v,;:stroiioyskraTynsnim

•
•
.

•.••awpiy*v*Z*S,aH03pxsduaaqt»q000*OZZ3nunoMB«qa
30saoaoaaxpjopjBoqaqaXq.XBAOJdda.30aaapaqa03dn*8aaof{1x7paqfaasap

.
«V*ajn)njaxqaaataaojaqajoj.qauomjad000*013J°abireiioxxvdpispavq»crpq.

.^X«d(paSS61-iaqn»AON8100paaoS*Xusdmoaaqa'spunoaSaavnoTSSvdnoono*886T
■jfc.-i;^r*^^'P0Vn-l'op«4?*^!^^wOJorJoasaxTPv**pauSj.sajOBqjy*Y*Z*S**W(T

v*-';-aaon)XnBdmooaqaXq.pfBdnaaqp«q810*ZZZ383unoo38'aq330uoaoaaxp
pfltB^^'"°'j'o^p2TOq.aqa'icq.'XRAoadda30aa«panqa03dnanqaavp3'aaqsaonajaqaq3

V

'*'-.3Bppidiiaaq-.pBq'saunbareon-0*op03XoBdmosaqa308383383073saqaqa07
8737avqauojufdoaqa30bobgaoaaaaypaqaaoa^s'amoaano'aqa30aA^aaadsaux

.*saSa«q3asaqa3nfpuajapufpasanooj.sasuadxatb3'TIT"JojarfqX
jt-iuujpof

03paao8BssqXiredmosaqi'Aavjjdsooo30aoo03paSxreqaAxauanbasqns
sb*mopSnjSP^T^Il»q3t*T»8jBxpaqi*(77)(q)6I>3°N°TpaqT-Jasapsb

,saSjFqoairesaqaXiiB730B3sqnsq3p*mop8ux2paa-jujiaqapusvofjamy3083383S

paax«naq3q3oqujpaaoTPOT*»qiV'VZ'S'8861aaqo330Surjna(q

•AnsdmoDaqa03Xx3A733adsaj000*001$POT000*00*7$3°«reox

paavxaa-ixaqapjsdajpansaoaqs.ssaoSBw'-JWPOBs.xx9-200^*<3Wpanraapaj'zuj
tsajnanjmoadao066TaaqnaadasL00POTiXOTdmooaq30300O'0OZ$Sfl30OT0I

pa3»X8J'TtPT*dMpn»Suxpxoqaawq*8,a«q^y"V'Z'S'^Upamaapaa'onx•»aon3nj
mood«o'6861X«wZ«oJxX"?«T^TTTWI«11paS-iwqos-ppyana^-y-jr»6861

AJBiuqaj100*S8613°VsajOTdniooaq330(^)IEEooxaoasaaponpacxjapsv
suofaoBsueaaaxpaaaanasaadaaStrppovasanosaunomaaqaptre'pfadoaaqaonpvq
suofa^sxTifaoBSAoqeaqa30aoxa«aapjsaoaujanpsaunoare8861^aqo330IE3Vsv

OOO'OOZ8Z000*0*/l-"KPIV"VZ'S
OOO'OSZ01-.OOO'OST-ma*3'V
000*001V000*0Zssan8aw"S
OOO'OOV91000*08IXaonoH'3'7

Janx^AZSS55"oxpx«d-Axxn3S$SI13°
SnfpxoH^saxaqsAxauxpao

aq330saoaDajTpaaqaaqa03-ouj,saananjmosdvo30x*3T^V3

ajBqsX^xnbaaqa308uxpxoq19L*PIosXOTdmooaqa*/861attnfpgno(8

•sanamasaAnixaxna^203Xanjoaa«30
jaMods»q'Xuadmooaqa30JoaoaxpP-*3ot*xar»i-^'v'oh'"ABMon*anaaia8Bxrem

jnajjTJOoaOMomianaavXuvdinoaaqa30saaoMOaqi*ana8vAJ039npoj3nx
trssaXnsdmooaqamojjuoxssxmmoosaAxaoaasanamasaAnxxaynaj(3

•paaxnrpiXTOOjaBxuaanxXaxnxj
30joaoaaxpbsxJBqaiv"VZ'S'*U3«q3»AaTl'<?saoaoaaTP»qi*((<l)1Z»30N)

samioaoBaamoavno30aSnqajoaxPaj03IPJ03pa3xnrpixTOOT3TOja3°I^'Xn"£
'03pjBdpnB'10023psAxasajaaaMsaxnom*XBaXaqa8nxjnpstxox*8O0Ono(a

:(pannx3noo)SN0IX0VSNVH1AIHVaaaiVT3)I

(pannxanoo)SIHOOOOVOXS310N



-IE-

"S86T33V•apxvdmooaq330XSX007303s03AXOJ300P

ssjeqsuaoS3fjoasaqoxndaq3rrpAuadmoosq3Xq330939799993303739003

uof1Desu»j3sfmxsq33qA03raoajsrixonoauf97sjoaoajxpaq3Xq33op03

psAiaoa^astApax»3'TatU•833390923ajoqspa)«xaa23397832033oaaa3xSe

aq303sa-pjedaq3jonq^famojj3*anbaxapaATaoaxXaq33Aaq20a007339908x3

sxq3303303397x3aq330uof35373730axanuojoapaAjaaaa3A9qaxo33ax7Paqi

•spunj303x073jns079300330apxpqsTqA
3000339aaoo3snDa03paS2aqosonpoa8361Xxonxqaj1700XTL*"U"H'H'V*2H°3
pxadsfmuoxnTm*r33°O0738jap79oo3qsaaaqx*a3ap3aqq039/6Xbojj8373290*

0x3aq3uaartasq9300033asnoTAaadpasoxosxpun3030301373339aq3poaUOXXXP"
17330O0T3ajapTSO03a203xaq^y*v*Z*S'-TO03Xoadmooaq307aajaqs000*OSZ*8

Xxas033oaoaao8aoa0307p3X33oaXT-T^CI*H*a"V'^W*886TXxanxqaj£00

3«q3807393s3030133288oa30ooxssasaodaq30307smooaAaq320333x7?aqx(3

•paaynrnxbooT'to^ot
Xstotj°38Trp3»TaaaoTTTTnxS*OZ$SQ30asdfaoajapnT3U7poa•aoxTTTnl
Z*»z$sn30S3aaauCadpoaoo7XX7nl9*6*7$Sfl3°ssdfaoaj303oadsaj073X0ddns

apTAOjd03axqaonjCT3najxnaaxe8J0333J7Paqx'3x0303aq307Xnadmob
aq303

30x339XamsayaxxTq^TT3aq*98399803axqxssod30a97'37*80073910173003asaq3
30tjdxaoajSajpuaj'soaxd30038007330900x3asaq3aoojs3073sxqoxapxsoos
30asdexaa3xdsapXtredmooaq33907989nrpax3'2a7paa3S3no"oaaaq'iaoo3sro
Xoa3aq333937po7pxnOAqo7q*9xam038O3mazgnox3Boxunmmo3XrrepaAxaoaa30a

ssqXundmooaqx'93000338aq330"raAOaddspxooq3033apaq33ssbpsjjoddnsrm
aaa9007339908x3iarptf—aaq3q8noq3x*Pu*xaaX-o}'3asnb38qns9007339908x3'

aaaq3300793233X030073801273003A3X8dpaxq3paoj93qoaAaq9x03

aqx'007339909x3aq303X32adxa3ono3xwuaqxsaq3mojguox3asxxoq3no
xoO07393oaom3op8o73xoddo8P07303axqaonaaa*9X033axxpaq3qoTq/t30qoadsaa

07pa7373oap799a'((3)02330^)p337^T1*^390x3301Xaxoxj0380730x92

sqdxaoax807007307'siuamXEdpoasqdyaoaj3003737087sjojaqumoy(q

•sa7Xdax3A73a8anoopoasaxxdaj3a7390U7339
30jaqamuapaAiaoajaAaqpoasaooaxaq3000339xxaq3300073902730038073339

S2am039n3p3333339.aq3XX*°3o3337Xa3Aaq920303x7?aq3q8ooq3X«*3xqoxaA033j

josxqaXadamoaaqXx338orr3xnXam'Xoa37'007309030010338OA079323399
033xq799od300AX3oaxxn3973X*9007339909x3''a9aq3'xo3'ao73a97Xoq3na

XoaP07303axqaonoaaqaAaq92033327?aqx•XuBdmooaqq^30.^0333^7?
ansq399aoq«009x3d>9~b3p33330O03:97moqn30sob.'9x0393X07\309Aaxa2

sq303paoxnsaxoasqmooaAaqponjxa37<i90aqxi'jo933999aq3'jo;'xx^iCIT*T^33aH

•aosxApa8u7pax39sx'Aoodooopa3axa29::>paa7orpi';;aasTAxayy^d^TApy,8axo3n£

q37qMao3pong9'ponj\v^jdvQaqx03S3ono33a'x3ai039n30793x33oojjLapamoasq
3ABqOOXXXTO6"Z$SQ309x3390923'9007339909X3393q336^•93006339fo793X33

033A33qOOXXXT019*E$Sn807x7*3039x83809x33393x303bbaqotqA303xnsaj
aq3'P37J7303P789a9007309900x3aSooqsxs0873x03X*T37J73X9.30xaqnna~y:(9

*'
■:(p3oo73ooo)



608

•uoj30»aq3moajp»»¥8X'Jo99q99qXoadmoo'9qx•93097x3^0*13"

uaaxqaqsnssf09tjamd99*sjxmomvpaqoaquooaqqgodyqaaaoAOstp^b^;sir.

ansB|9q339q3paaaSum37'686139oSnvZZP33*PJ3P303«io5rao'TAMd

03^nwiijtui3311000307moodwoXq(£6S*8ITWQPOTI£S*9017$Sfl)'9qonoaiF
0A3aq3joqoamXudaqq807*0x10

jpro'0661*9qo33081pa*«Pjap^^ainoo
*aapafl•s3tmo3D*8,3037x0aq3noanpZ6S*8nwaP°»ISS'tiDvfM.I^PBT?!3

.3097x09moajmmiiius3037^W9paAyaoaaXovdnooatj3686T^TtkfZT°0(TT

...
*AOvdnoo

aq303arpqXqpasnpojqux9309773Man0793230aoj0079*70003Xj03onpoiqu7
nrpqX*d03'6861^PT9Z°3886TJaqnraAON9XmoajXavdmosaqq

joJ0308J7P**07px»SwjasJw.qqx*3oaa»9j89ot0307paaaqnaXovdnooaqx(7

-oxpxaSBJas*H(1

•Aosdmooaqq03Xx3A733ad99aOOO'OOTfSfl.P«»000'00*7$SflJ<>*o»ox0939793ijaqq
pjvdaapoasaxsqs,

sssoSfwoj^P11*■
,

xx3-2310^JWpaoaapaa'ooi'990030,3noodvo

*066T^aqna3das/00'X1?3*8u7Pxoqaj9q«9A7339JJ9s.XOTdmooaqq079307*0103

.lapjo07Aovdmos903moajSfSflJ°>m*i)<XaTOfpjo00T'8paaaapaa'onj•Ba.mqnj
D03d«3'O0737PP*01•Anwdmooaqq03OOO'OOZfSfl3°treoxp33«X'JsxqP79da.ipas

,
saasqss.auq^y*v*Z*S"^Wpaoaapaj-ooi'sajnqnj.oosdvo'6861A*WZ°0(8

•ZZ9*ESZ3

30373030*33U«jo}pna-jsaX033090099009pxosoaaq9A9q^a^j^W«o»73dc

papyjjuopnoiaq303pas007397301«vsaooqn^039302oopooiaq303dTqsaaqnaa

o9q3aaq30*z\'3°NnT380338pa»oxas7p>d7quaqmaaiqa^jsraaqx(J'

•aqspqaaqs30O9x»qaq3033oanbasqn9XT11?°Tpysdaa

oaaq«9q/EX*890'Z3J°*3°I'■9303«j,moadso03090Xp939O7p30qo9aqx(9

*886IJaqoqooIEpspoaxoaXaq3Joj3000339ssox

po937ioadaq307papoxsoxoaaq300nq300009Bjqq*886I39qo330IEJ»3J«
poxaad903339xajS303mX9dasaqasy'((7)02a3°N)93O9M0XX*dxqspj9q959
**VW*V*Z"S**W03P79dosaqS9q000*(MZ383*P3»'q*aoo9X9qaq39307s(p

•Xusdmooaqq/q066TJ9qo330
07papoadsnssun13000339aqq00Sujpsjx*93000339aq330sjoqoaaxp10pisoq

sqqAqx*A03dd9joaqupaqj39TTS'6Z0'Z33°aso9X9qaosqapqan(pa37pn9on)
nw038861Jaqo330\Z3*699*9Z£3J°aao9X9qJ037paa3qaa9mojjpgSovqs

S9qiwq^v*V*Z*SJWXqpaanoS3ano3d9asmoqsnoaqq00990*1*4aqx(3

*vqqoomoaaqqSjajoqnanmosTjtdinj
30poyaad9030661Jaqoqso*j00paauaquaspo9paajqimpooasoaqjo
XoBj-pdsnoo9jonopSoTxpaqyonaqq07X3xxn3ponoi99mJ9q^y*V*Z*S*(q

6861^TnfSZ000073973099V*97l)7Jn3asaqxjodyqsaaqmacimaxjpau87saaXo9diB03

aqx"686139n8ny£\noqoajja^0030079700x3aqx'000*00^3J°*3*03JMpo9
oo7S73apaq3goaq9paqqmoayqsoonauo9&7339JJ9dyquaqmaabojjp9xxaax9aq
PXnoqsXo9dmo39q3qvqqpaAxosaj08iVaq3joXTauno0aq36861^TPCIt00(»

.-9303saJ7pjopxooq
aqqXq93000339aqqjox*Aoadd9jo939paqq036861A*W6m("Jpo7aadaqq
079309A3qoaob99qn98ufAOXX°J9qsp93«pdnaopa7J7309p79A9qsaoqsa^paqx

(paiwjquoo)



018

*886IJaqtnaAOfjxi00p33FJOdJoonfAJsypysqnspaunoA"xxoq«

«'ps^Tiirfi883*383I03?d*o30aarroaqqutpa33SJ3uoouaaq3A»qv83naorjjumoo

asaqi•BO-pxTFmI*133°asoos3sSaypxpiq-aq*qsfqongaaoqjoiosjiuoosq3p»
3aanaaj8sas03117paaaqaaos\vXusdmaoaqa'066T0£•no-pxxT™55*13

jo3sooojssqvjoj'nopooiuf383J3STnBa3»sasxmajd30733030assqarad
aq3jojasamaajSsas0301paaaqaaXnsdmooaqq"8861-laqniaAojig\no(7

•J333*10sjqj
30soadssjayayqajaAOoaaamoosqXxa3wn73TT1*a"os37*uo73ssuadmoo

3«qAayvqaaasv03axqfsodiCx^oaaons30aS731*S3ano30930qno
P7«dA\jnjSaoxnsayaoapasasyiuaqqojosaoyssymnoassapsaA"xxti32uoja

S373oad*37aoapJo/pasA"anpao/pos33SJ3aoo30qavaaq4sj333wnjaqqo
3s8uonrs•snrysxa'SufpaajapstU7pxa8sjas*JWqaTI*'3TJM"U•afpxa*B'18S

•aw3SU7B8-Rsaonnms303TJJ1spanssyXusdmooaqq68613«i»*nv91OO

:(pat»U73aoo)gTunA-aunnbaSBDS

(pana73uoo)SINOOOOV01S3I0N



311

FINANCIAL STRUMPETS

FOR THE YEAR ENDED

31ST OCTOBER 1989



312

capcom financial, services umhep
CggEOCgSj REPORT

FQR THE- YZAR-ENBED 31ST OCTOBER 1989

t The Directors piestaiL their annual report en the affairs of the Company,
together with financial statements far the year ended 31st October 1989.

Principal Activity and Business Review

The principal activity of the Conpany was foreign exchange dealing. In the
previous year, the Conpany had ceased to provide services to customers in
the futures and options markets. _^-'v

The loss on ordinary activities after taxation was £868,186. Brokerage and
commission income was £1,445,117 during the year compared with £7,156,692 in
the previous year. The Directors do not recommend the payment of a dividend.

Subsequent Events

The Directors' Report for the year ended 31st October 1988 referred to a
number of events that occurred between that balance sheet date and the date
those Accounts were approved, 31st January 1991. Relevant details of those
matters are given in Notes 17 and 18 to these Accounts.

In July 1931 Bank of Credit and Commerce International ('BOCI') was
effectively, plrt out .of business by the Bank of England, in conjunction with
other rjegulatc^j;ai^ around the world. The Bank of England's action
was.pai^y^ri^r^ on. BOCI prepared by Price Waterhouse. The
PrirerWaterhot^ at certain places,
(althou^ aic^^ copies available to the

in an eighteen month period
betfwieCT*^ for BOCI, transactions were
carrie^q^^ had the effect of concealing alleged
large losses ivBCCJ.'

in" August 1993?, JtteyS^icius Frau^ part of its investigation into
BOCT- generally , \searched Capccm's premises. Capcom have voluntarily been
assisting the> Serious VFrauld Office with any investigations they might wish
to-carry cut.^- Nov charges -have been made against Capcom or any of its
Directors or' "staff J in' connection with -such matters .

In .August 1991 a Grand Jury indictment in the United States of America named
Capcom ;as a pao^icipantVin financial transactions, involving BOCI and'
alleged criminals.-. ' In particular, it. is alleged that. Mr. Syed Ziauddin Ali
Akbar, who wasithen a Director of Capcom but resigned in October 1988, had
assisted BOCI in transferring money into accounts' owned by General Manuel
-^tariega, who is in custody.

US prosecuting authorities have sought to proceed against Capcom by serving
papers on a Company which is not a Subsidiary of Capcom. Capcom has been
advised by its US lawyers that the purported service is ineffective, and
that Capcom should take no part in such proceedings. The Federal Court in
Tampa, Florida notified Capcom that it would treat Capccm's failure to
appear before it as contempt unless good reasons for such failure were given
to it. Capccm's US lawyers have advised Capcom that for legal reasons
Capcom should not appear before the court. In default, the court has
imposed a fine of $5,000 a week on Capcom for contempt. Having obtained
advice from Queen's Counsel, Capcom' s Directors are confident that this
court order will not be enforced by the English Courts. A peculiarity of
the US legal system is that a defendant cannot dispute an issue such as
proper service until the entire case has been heard, so appearance before

Page One
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CRPOCM FINANCIAL SERVICES LIMITED

31ST. OCTOBER 1989 (CCNHNuZD)

'■'.V.■■1 ■'"'•';A{* . .
-Subsequent Events (Continued)

the court would 'involve Capcom in very considerable expenditure in time and
money which' 'the!Directors do not. consider to be justified.

Arising out of .the allegation that money had been transferred on behalf of
General Noriega, the Republic of Panama has commenced legal proceedings
against CapconCfor the return of $23,280,755 (plus, interest) vihich it is
alleged, is money owing to the Republic of Panama which Capcom has received.

Capcom are defending these proceedings. The funds in question were received
from Finley International limited, a Liberian Company maintained by
Mr. S.Z.A. Akbar and Mr. G.R. Khan, on behalf of El Rayan Investments
Limited. It is Capcom's case that the funds were remitted for and on behalf
of El Rayan Investments Limited in Egypt in settlement of a trading debt
which was then owed by them to Capcom.

As part of their court proceedings, the Republic of Panama obtained a Mareva
Injunction against Capcom which limits Capcom's payments to business
payments. The form of this injunction was agreed with Capcom and it permits
Capcom to carry, on its trading activities and to provide security to its
bankers and trading partners in a full and unfettered manner.

fAn order blocking all accounts of the Company held at Bangue Leu Geneve S.A.
was issued in December' 1991 by the Republic and Canton of Geneva. This
order was issued as a result of the Swiss authorities receiving information
concerning the actions by the State of Panama and the Grand Jury indictment
in the Unites States of America referred to above. The Company have
co-operated fully with the Swiss authorities but as at the date of approval
\of these financial statements the blocking order had not been removed.

On 30th January 1992 Capcom was served with a class action in the
Califomian Courts in which Capcom is named among 76 other defendants. The
action is related to BCd and its activities. The case was dismissed but
the plaintiffs are appealing against the dismissal.

In April 1992 correspondence was issued by Alexandria Commercial & Maritime
Bank limited of Alexandria, Egypt demanding payment from the Company of sums
totalling approximately £7,000,000 (at current exchange rates) under
guarantees alleged" to have been given by the Company in favour of that Bank
and relating to such sums advanced by that Bank to C^pcctn Bankers Limited.
These liabilities are not proven to the satisfaction of the Directors and
are. being resisted.

Capcom Bankers Limited is a Company incorporated in Vanuatu and is not
directly connected with the Company. The current Directors, however,
believe that Capcom Bankers Limited is owned by a former Director of
Capcom Financial Services Limited.

Page Two
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, ffiaKXM UNfiNOaL SERVICES LIMITED

'■ENTFn-31ST OCTOBER 1989 (OONnNOED)

6. SggF OCSTS -(CONTINUED)

Directors' Remuneration

The employee costs shown above include the following remuneration in respect
of Directors of the Company:
. 1989 1988

Emoluments
Ccnpensation for loss of Office

-af45,497
30,000

£ 175,497

225,000
30,000

£ 255,000

The Chairman received no remuneration. Mr. H.D. Barrett received £15,000

^ during the year for his services as the Company's Solicitor (Note 17 (i)).
1 Hardship allowance of £120,000 was paid to a former Director, Mr. S.Z.A.
^____Akbar, during the year ended 31st October 1989 (Note 17(h)).r The highest paid Director received
Other Directors received emoluments in
the following ranges:

£0 - £5,000
£10,001 - £15,000
05,001 - £20,000
£60,001 - £65,000
£65,001 - £70,000

£ 99,038

Number

92,000

Number

Higher-paid Employees

Employees of the Company, other than. Directors, whose duties were wholly or
mainly discharged in the United Kingdom, . received remuneration (excluding
pension contributions) in the following ranges: .

Number Number

£35,001 - £40,000
£45,001 - £50,000
£50,001 - £55,000

TAX ON PROFIT ON ORDINARY ACTIVITIES

In view of the uncertainty over certain of the transactions set out in
Notes 16, 17 and 18, no benefit has been taken for the possible utilisation
of 1988 tax losses against deferred taxation liabilities and corporation tax
paid relating to the year ended 31st October 1987.

Page Thirteen
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'
CAPCOM FINANCIAL SERVICES

FOR THE YEAR BODED 31ST 1989 {CONTINUED)

IS. PROFIT AND LOSS ACCOUNT

At 1st November 1988
loss for the year

At 31st October 1989

1989

(2,037,760)
(868,186)

£ (2,905,946)

1988

7,328,796
(9,366,556)

£(2,037,760)

16. FINANCIAL COMMITMENTS .

(a) Capital Ccranitaents

The company" had no capital asranitments at the year end.

(b) Contingent Liabilities

i) The Company had contingent liabilities for futures, options and
foreign exchange contracts entered into on behalf of customers in
the normal course of business, all of which have been subsequently
settled. :

ii) The Cenpany is a defendant in litigation commenced in the united
States of .America on 18th October 1988 for allegedly carrying out
financial transactions involving proceeds derived by third

•
; parties from illegal drugs dealings. The Directors of the Company
intend to defend this charge and have made provision in the 1988

•■. ,- Accounts for estimated legal costs and fees paid to regulatory
•> bodies and others in relation to investigations of £1,222,982. No
provision has been made far any fine which may become payable,
since proceedings have not to date been

The Company has also guaranteed to indemnify Mr. S.Z.A. Akbar, a
former Director and a Shareholder of the Company, against all of
his legal costs relating to the charges brought against him in the
United Kingdom and in the United States of America (Note 17(g)) .
In the Accounts for the year ended 31st October 1988 the Directors
made an additional provision for estimated legal fees of £327,018.
in respect of the cost of Mr. S.Z.A. Akrar's 'defence in the United
Kingdom.

Up to the date of approval by the board of Directors of the
Accounts, £1,504,372 had been paid by the Company for legal fees
in respect of the above items, and for legal fees and other fees
paid to regulatory bodies and others in relation to investigations
into drugs money laundering. This includes amounts paid an behalf
of Mr. S.Z.A. Akbar as disclosed in Note 17(g).

ill) On 23rd August 1991 the Company and Mr. S.Z.A. Akbar were (with
others) indicted by the United States authorities for allegedly

■ — and laundering drug money involving Bank of Credit and

The Company's US lawyers have advised Capcom that for legal reasons
it should not appear before the court. In default the court has
imposed a fine of $5,000 a week on Capcom for contempt. . The
Directors are confident 'that the. court order will not be enforced
by the English courts.
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CAPCOM FINANCIAL 'SERVICES LIMITED
NOTES TO THE FINANCIAL STATEMENTS

FOR THE YEAR ENDED 31ST OCTOBER 1989 (CONTINUED)

16. FINANCIAL Q^MTIMENTS (CONTINUED)

The Company is also a defendant in litigation caimenced by the
Government of Panama in the United Kingdom on 2nd September 1391 in
connection with receipts of US$20. 5m from Finley International
Limited (Note 18 (b) ) . The Company has served a defence in relation
to this action.

On 30th January 1992 Capcam was served ywith a class action in the
Californian Courts in which Capcam is named among 76 other
defendants. The action is related to EOd and its activities. The
case was dismissed but the plaintiffs are appealing against the
dismissal.

The Directors are unable to estimate the costs of defending these
actions.

(iv) An order blocking all accounts of the Company held at Bangue Leu
Geneve S.A. was issued in December 1991 by the Republic and Canton
of Geneva. This order was issued as a result of the Swiss
authorities receiving information concerning the actions by the
State of Panama and the Grand Jury indictment in the United States
of America referred to above. ' The Company have co-operated fully
with the Swiss authorities but as at the date of approval of these
financial statements the blocking order had not been removed. The

Directors are confident that the blocked funds will be released but
are unable to estimate the costs of defending the action or when
the matter will be settled.

(v) In April 1992 correspondence was issued by Alexandria Commercial &
Maritime Bank Limited of Alexandria, Egypt demanding payment from
the Company of sums totalling approximately £7,000,000 (at current
exchange rates) under guarantees alleged to have been given by
the Company in favour of that Bank and relating to such sums
advanced by that Bank to Capcam Bankers Limited. These liabilities
are not proven to the satisfaction of the Directors and are being
resisted.

(c) lease Commitments ,

At 31st October 1989 the Company had annual finance lease commitments of
£57,000 (1988 - £43,749) in respect of property and equipment leases
which expire after five years.

Page Twenty
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WESTERN TELE -COMMUNICATIONS, INC.

November 17, 1981

/ ■

S. Ziauddin Alcbar
Bank of Credit and Commerce International
100 Leadenhall Street
London, England EC3A, 3AD

Dear Mr. Akbar:

I am taking the liberty of enclosing some information on Tele-Communications,
Inc. which is the company I work for and have for the past 21 years. I am
forwarding this information to you because I have received the attached communi
cations from Amex, Inc. regarding the possibility of a cable television system, I
believe, in Saudi Arabia; however, the letter does not say .for certain. I am in
hopes you will forward this material to Mr. Khalil for me and ask him his reaction
to_the proposed joint venture. It may be possible Mr. Khalil knows Sheik Al-
Khalifa and could inform me as to whether it would be advisable to enter into a
joint venture with him. In any event I would very much appreciate his comments. I
would send this material directly to Mr. Khalil; however, I do not have his address.
Thank you very much for your help and thank you also for your help to Kerry Fox
and myself during his recent visit to London. I am looking forward to seeing you in
this country at the earliest possible time.

A-07037

PO BOX
INERAL O
6 WELL!

IS 5-aOENVE« TECHNOLOGICAL CENTER
E STATION DENVER COLORADO BOSS? i3t

57-961 0-92-11
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JUT CO G4

85 169825 1"
•

TCI ENGL

8C46C66 EST 1206 JC'N/09 / 19 63

89225 t RCCLN4
TCI ENGL

6/9/83

ATTN MR AKRAR

AT THE TCI STOCKHOLDERS MEETING THIS MORNING IT JAS ANNOUNCED) THERE
WOULO RE A ONE FOR ONE STOCK SPLIT OF TCI STOCK, EFFECTIVE HATE
6/24/63.

REST REGARDS
LARRY ROMRELL
TELEX 45-4457

69225 1 RCCLNA GMMKX
CCC.9 MINS
V

A-07306
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TELE-COMMUNICATIONS, INC.

May 24, 198S

Mr. Z. Akbar
Bank of Credit & Commerce Intl.
100 Leaoenhall
London, England

Dear Mr. Akbar:

I thought you would appreciate receiving the TCI and WTCI Annual Reports
which have just recently come out. I believe both companies are doing very
- well and in fact will continue to do so in the foreseeable future.

Best personal regards,

Enclosures

GENERAL 0«CES • PMK PLACE • 9SSO DTC BOUJVABO • S_»TESOO
P.O • ENGtEWOOO. COl^5»»*00801SS • 0031796 3100

A-04803
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WESTERN TEL«.COMMUNICATIONS, INC.

LARRY ROMRELL

November 14, 1984

Mr. Ziauddin Akbar
Bank of Credit & Commerce International
100 Leadenhall St.
London EC3A 3AD UK

Dear Mr. Akbar:

I am enclosing an analyst report on WTCI and a current news clipping from the Wall
Street Journal. I thought you might be interested in the good performance of WTCI
after it split off from TCI last April. As you know, Bob Magness is still the Chairman
of WTCI and is the controlling shareholder. I am the Executive Vice President,
Secretary and a Director of WTCI.

I was informed the other day by the TCI finance group that they are interested in
obtaining a loan facility in Eurodollars directly from a U.K. lending institution. I asked
Bob Magness if he was sincerely interested in such a facility and whether he would want
to try to go direct to BCCI. He has asked me to determine whether there would be any
interest on the part of BCCI. As you know, TCI has extremely good banking
relationships in the United States, and through those relations, they are able to borrow
Eurodollars taking advantage of periodic improved interest rates. The costs, however,
of going through the U.S. institutions for Eurodollars are not attractive because the
managing institution on the U.S. side marks up the facility in order to profit from it. I
believe the credit facility that TCI Is looking for is around $200,000,000. I believe TCI
can assist in putting a group of banks together, if necessary, to fund the entire amount.
If you are interested in investigating this further,. I will be very happy to make the
arrangements. If not, please do not feel an obligation to pursue it because Mr. Magness
and I are very happy with our own personal relationships with you, your bank and other
associates we have in the U.K.

As a separate matter, WTCI will soon be looking for approximately $50,000,000 to
construct a new microwave route from Chicago to Dallas via Kansas City. Our
principle customer for this route is a British company named Cable & Wireless. You
may be familiar with them. I believe they have a very impressive financial statement
and have proven to be an extremely stable and respected company. Their contract with
WTCI will be for a term of 15 years with renewal options of an additional two 5-year
periods. Their contract calls for an annual payment of $9,842,844 per year. Our
operating costs of this system will be $1,652,000 per year. There are certain other
favorable factors in our arrangement with Cable it Wireless in that we nave inflation
factors which will adjust their rate based on our cost of operations. As the cost of
operation goes up due to increased salaries or increased repair parts, we can adjust
their annual charge accordingly. In addition, WTCI will be in a position to add
additional facilities in the same microwave stations for other customers at very high
profit levels. WTCI will be looking for a S50 ,000, 000 credit line secured by all of the

GENtBAL 0"CE5 • PAMC POkCS • 9SSO Ore BOULEVAAO • BUTTESOO
PO BOX4117 • ENClEWXC. CtXOBAOO BO'SS • 003) 78S-9 10O

4*
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Mr. Ziauddin Akbar
November 14, 1984
Page 2

equipment, buddings, towers, etc. for this entire route. WTCI would also be willing to
pledge their contracts with Cable & Wireless. We have several opportunities in the U.S.
to obtain this credit line. My thought is, given the differential in current interest rates,
there may be an opportunity to put this deal together with BCCI if you are interested.
Again, let me stress that as far as Mr. Magness and I are concerned, you should feel no
obligation whatsoever to pursue these loans. Your failure to do so certainly will not
negatively affect our relationship with you or the bank.

Best personal regards,

Larry Romrell

Ae

Enclosures

A-04?ee
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INC.

LARRY ROMRELL
tXCCLTTTVEVIC* PWCSOCNT

February 20, 1985

Mr. Ziauddin Akbar
22 Basing Hill
Goldersgreen, London NWll

Dear Mr. Akbar:

I am enclosing herewith a five-year projection on Western Tele-Communica
tions, Inc. along with a recent press release. Please note that the numbers in
the projection are in millions as indicated at the top of the page. I believe the
revenues are conservatively stated and may be as much as 15% understated, as
- they do not include any service contracts we are currently working on which
would come into service within the next five years. I will be in touch with you
by telephone within the next day or two to discuss any questions you might have
on the enclosed. ,■*

Best personal regards,

LR/sm

A-04793
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WUTCO GA

8518813651+

WTCI ENGL

8121981 EST 1620 MAR/19/1984

892251 BCCLNZ G

To: Mr. Ziauddin Akbar
Bank of Credit & Commerce Intl
London

Mr. Akbar,

I understand the WTCI stock will officially start
trading at opening of business tomorrow, March
20. I want to confirm my understanding that I
have established pursuant to my conversation with
you a $100,000 credit line with which to purchase
stock and, in addition, that you have authorized
me to purchase stock in your behalf up to a $100,000
limit. The combined credit line would then be
$200,000 except that I would reduce my credit
line within 30 days from $100,000 to $85,000.
If this is not your understanding or does not
meet with your approval, please contact me
immediately.

Best regards,

Larry Romrell
Denver, CO
Telex 45-4457

892251 BCCLNZ G

002.4 MINS
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WKSTiniM TILI'COMMUNICATIONI, INC.

April 2, 1984

Mr. Ziauddin Akbar
Bank of Credit and Commerce International
100 Leadenhall Street
London EC3A 3AD

Dear Mr. Akbar:

I am enclosing herewith an Information Statement which has just become available
this morning covering the distribution to the TCI shareholders of all the
outstanding snares of WTCI, the microwave common carrier. I understand from
one brokerage firm that they have had buy orders in for the WTCI stock starting at
$2.00 per share, then moving to $2.50, $3.00, $3.50 and $4.00 per share. They have
not been able to purchase any WTCI stock up through today at these prices. The
stock itself will be distributed today by mail along with the enclosed Information
Statement to all TCI shareholders. I believe after this distribution, the real market
may be established. If the institutions holding TCI* shares decide to sell their WTCI
dividend, we expect that the price will fall sharply. If, on the other hand, these
institutions hold their shares for a period of time, there is a possibility that the
WTCI stock price will sell for a price upwards from $8.00. I still intend to buy for
our accounts at the best possible price somewhere between $2 to $4.50. If you
have any comments or require any additional information, please give me a call. j

On the subject of an aircraft, I am enclosing a copy of our August 22, 1983
agreement with Jeffrey A. Marcus of Commander Airways. This agreement covers
the jet prop Commander shown in the brochure I sent you about a week ago. As
you can see from the agreement, TCI has been paying $10,000 per month against 40
hours per month actual flying time. This 40 hours per month can be averaged over
the six month period or not greater than 240 hours without additional charge. As
you can see from the agreement, TCI has been responsible for the aircraft's
maintenance and insurance. I estimated that TCFs full cost per hour of airplane
flying time based on 40 hours per month was around $530 per hour. This includes
the $10,000 per month lease, approximately $8,400 per year insurance, hangar fees
of approximately $1,000 - $1,500 per month, fuel cost, hourly reserve for
maintenance and cost of one pilot (which is all that is really necessary).

Mr. Akbar, if you are interested in looking at this airplane, I am sure I can arrange
to have it available for your use during your April visit to the United States. It
would be very practical to use between New York and Chicago, for instance, or
New York and Miami. It would be a little slow to use on a New York - Denver -Los
Angeles trip. If you have an interest in a long term lease or a per occasion lease,
please let me know with enough advance notice to schedule it for your use. Mr.
Marcus has told me that he would be very interested in structuring a lease with you
which based the aircraft in New York. This would enable him to use the airplane
for his business use when you do not require it.

A-04635

pa eox
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Mr. Ziauddin Akbar
Aprfl 2, 1984
Page 2

Bob Magness and I are moat anxious to visit with you with regard to the business
opportunity we discussed in Chicago or New York. We would be very pleased to
meet you in either Chicago or New York to discuss the particulars of this venture.
If this meets with your approval, please let me know the date of such meeting so I
can schedule it with Mr. Magness.

Please inform Mr. Puri that I have, not as yet been able to structure with Mr.
Magness a final resolution on the Los Angeles building. He has been out of town
again and has not been available to finalize the figures. I still hope to be able to
transmit final numbers to you before your departure to the U.S.

Mr. Akbar, if you need any further information on any of the above subjects, please
telephone me.

Best personal regards,

/te
Enclosures

A-04636
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Page 2 of 2
July 20, 1987

the bank. Also, I am an officer in several large public companies. If
it were found by any securities organization that CAPCCM was not
operating entirely within their rules and good conduct, it would
reflect very poorly on the companies I head-up. I view my job as
Chairman of the Board of the London and U.S. CAPCOM Companies very
seriously. The Chairman serves at the pleasure of the shareholders. If
the shareholders of the company are unhappy with the Chairman's actions
he should be replaced. If we have a serious split in the desire of the
shareholders then it is my belief that I should resign rather than
jeopardize the integrity of other companies I serve on, due bo what
might be a very honest difference, of opinion within the CAPCCM
shareholders. Please be assured that if it becomes necessary for me to
resign, I am still most desirous of maintaining my contact and
friendship with everyone involved with CAPCCM. If I can answer any
questions for you relative to the Chicago office and the requirements
of the Board of Trade, please let me know. Further, If I can in any
way help to resolve the issues that have prevented you from signing the
resolutions and minutes (which would clear-up the Chicago operation as
far as the Board of Trade is concerned) , please contact me directly.

In closing, let me share with you one more thought. Host of us,
including Mr. Magness and myself, have purchased stock in CAPCCM, but
have done very little to contribute further to the success of the
company. The company, as it exists today, is worth a fair amount of
money. In fact, it has a return after taxes on the initial investments
of over 50%. This is due to the considerable efforts of all the- CAPOl
staff, but most specifically to the efforts of nr. Pun^ani ~WrTAkbar.
Together they have single-handedly brought jjl—-virtually every
significant account and made the company the success that it is today.
I would not want them to get the impression that this is not
appreciated, because they have made each and every one of us a very
good return on our investment. In summary, let me just say that as
Chairman of CAPCCM I work for all £he shareholders and I do not feel
that I have any particular loyalties that would sway my actions in
favor of one group over another: If there is anything I can do at this
point to resolve the differences and issues, I will be happy to do so.

Best personal regards,

Larry Romrell
LPysm

A-01457
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LARRY ROMREU- Julv *' 1987
hcmcutmi »a pp—— it

OMSCTBM

Sheikh Abdul Raouf H. Khali 1
Kamal Adhan Office
Jeddah, Saudi Arabia

B.E. Sheikh Kamal Adham
ARINCO, Jeddah

El Sayed E. El Jawhary
ARINCO, Jeddah

Dear Nr. Khalil:

Wtrlte^spectto^Cfie CAPCOM-Chicago issues we have been discussing, you

/asked^ne_'"eocall a shareholder meeting of all the shareholders of
CAPTXK. I believe both you and I would have liked to have held this
meeting within the next few days. However, because of Bob Magness' and
my prior commitments neither of us can meet until late August. At the
earliest August 17th and 18th. It has been pointed out to me (see
attached fax dated July 24th) that the closing date for reports due to
the Chicago Board of Trade for CAPCCH-Chicago is August 15th. The
reports themselves will need to be prepared "by "August 12th. These
reports are detailed and require us to indicate, again to the Chicago
Board of Trade, the CAPCOM-Chicago capital, shareholders and percent of
shares held.

Thus, there is a problem with the proposed shareholder meeting date, as
the issues must be resolved prior to this filing. As you know, the
reorganization plan for CAPOQH-Chicago has already been filed. It was
filed, as we discussed, because the Chicago Board of Trade required
that the CAPOGM shareholders of more than 4% guarantee the principal
trades of CAPCOM-London. It was my understanding that at that time
the majority shareholders representing yourself, Sheikh Kamal and Mr.
S^Jjsdaar¥_]caildnot sign the guarantees. After much discussion and
legal advice^jfte reorganization was filed. We did not feel it was

~ihe bet [Ami, "Eutit was the only one we could see that would retain
the original shareholders through voting trusts and nominees and meet
the needs of the Chicago Board of Trade. It was understood by the
reorganized shareholders that they were nominees for the original
shareholders. Thus, the actual beneficial ownership did not change.
To file an inconsistent report at this time would certainly jeopardize
the good name and standing of CAPCOM. On the other hand, if after
filing a consistent August 15th report the shareholders (which you
control) you wish to make changes of any kind to the nominees, the
capital structure or anything else this will be possible.

Mr. Khalil, rmder stand your position in that you had not agreed to
the Chicago reorganization, and you would like to have a meeting of
the shareholders to discuss it further and to find other ways of

)ore BOUhavAMO • sun ocx)
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FILE NO.: 89-CH-8911

ORIGIN: Internal Investigation

SUBJECT: Activities of Capcom Futures, Inc. From January, 198 6,
through May, 1989.

BACKGROUND:

Capcom Futures, Inc. ("Capcom-U.S.") was approved to become
a clearing member of the Exchange on October 16, 1985. In the
course of an internal investigation into the firm's activities, on
August 1, 1989, Mr. Kevin Holland, Vice President, Audit
Department, sent to Mr. Mohammad Saghir, President of Capcom-U.S.,
a list of questions regarding certain transactions. On August 9,
1989, the firm responded with an undated document entitled "Draft
Responses of Capcom Futures, Inc." ("Draft Response"). Mr.
Holland's letter and the Draft Response are attached hereto as
Addendum A and B, respectively.

SUMMARY:

1. On April 27, 1987, there were nine transfers of positions
and on April 28 and 29, 1987, there were seven transfers of funds,
from unaffiliated Capcom-U.S. customer accounts into Ixora account
#101-10205 ("Ixora Account"), an account owned and controlled by
Mr. Ziaudinn Ali Akbar, who controlled Capcom-U.S. 's parent, Capco-
Financial Services, Ltd. (Capcom-U.K. ) . The details of such
transfers are set forth in Exhibit I to Addendum A. No written
authorizations were - obtained from customers prior to these
transfers of funds.

2. The Ixora Account actively traded from December, 1986,
until May, 1987. From November, 1987, through October, 1988, there
were twelve receipts into the account totalling $9,848,311.09 and
twenty-five disbursements from the account totalling $9,821,993.82.
The details of these transactions are set forth in Exhibit III to
Addendum A.

3. Multiple transfers of funds occurred between Mr. Mohammed
Zaheer's (the brother of Mr. Saghir) account #101-10204 ("Zaheer
Account"), and two unaffiliated customer accounts. These
transactions are set forth in Exhibit IV. A. to Addendum A.

4. On October 29 and 30, 1987, there were six receipts to
and two disbursements from the Zaheer Account, totalling
$4,848,541.89 and $4,800,000, respectively. The details of these
transactions are set forth in Exhibit IV. B. to Addendum A. On
October 29, 1987, there was no trading activity in the account.
On October 30, 1987, there were 15 transactions in December, 1987,
T-Bond futures in the account. From the period December 31, 1986,
through May 31, 1989, the ledger balance of the account was usually
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less than $150,000.

5. On October 6, 1988, Mr. Javed Razzagui'6 account #101-
10254 had a debit balance of $145,575.56. On that date, Capcom-
U.S. accepted trades from Mr. Razzagui in a separate trading
account (#101-10264).

6. On April 10, 1987, Capcom-U.S. opened account #101-10255
for Mr. Karim R. Faridi and Mr. Kahlil A. Zobairi, and opened
account #101-10256 for Mr. Zobairi and Mrs. Tazeen K. Zobairi. On
October 5, 1987, $10,000 was received from Messrs. Faridi and
Zobairi and purportedly credited to their account. On September 1,
1987, $30,000 was received from Mr. and Mrs. Zobairi and
purportedly credited to their account. Such amounts were not
credited to those accounts. The $10,000 purportedly received for
the account of Messrs. Faridi and Zobairi was instead credited to
Capcom-U.S. 's house bank account #203-443-7 at Harris Trust &
Savings Bank. The $30,000 purportedly received from Mr. and Mrs.
Zobairi was instead credited to Capcom-U.S. 's house bank account
#203-421-3 at Harris Trust I Savings Bank.

7. On the July 31, 1987 quarterly 1-FR provided by Capcom-
U.S. to the Exchange, a loan to Capcom-U.K. in the amount of
$2,984,124 was classified as a current receivable. The collateral
servicing the loan was encumbered, requiring that the loan be
classified as noncurrent. Calculation of the firm's adjusted net
capital with the loan classified as noncurrent results in a
decrease in capital of 21.6%, to $10,459,842 from the previously
reported figure of $13,353,966.

8. 'In June, 1987, the ownership of Capcom-U.S. was
restructured to accomplish a reduction of Capcom-U.K. 's ownership
in Capcom-U.S. from 82% to 4%. The individuals who purchased
Capcom-U.K. 's shares in Capcom-U.S. did so with funds borrowed from
Capcom-U.K. The restructuring occurred when the Chicago Board of
Trade Clearing Corporation imposed a requirement that the owner of
5% or more of a clearing member guarantee the house obligations of
such member. In May, 1988, CME Rule 901. L. became effective, which
imposed a comparable requirement on its clearing members. On May
31, 1988, Capcom-U.S. provided the information set forth in
Addendum C hereto, in response to a request from the CME Audit
Department to all clearing members for information regarding
ownership in the firms.

CAPCOM-U . S . ' S RESPONSES :

1. With respect to the facts set forth in Summary Paragraph
1, the firm indicated that it did not know the purpose of the funds
transfers, and that generally, oral instructions were received from
customers and confirmed in writing, although the files showed no
confirmations in some instances. With respect to the transfers of

2
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positions, the firm indicated that these occurred during its first
year of operation, "when its understanding of the rules was not as
clear as it should have been." In addition, neither counsel nor
an FCM to whom the firm paid a management fee raised concerns with
respect to these transactions. The full response is set forth in
Addendum B Paragraph A.

2. With respect to the facts set forth in Summary Paragraph
2, the firm indicated that it did not know the purpose of the
transactions, and did not subject the account "to unusual scrutiny
or monitoring." The head of Ixora, Mr. Akbar, told the firm he
intended to use the account for trading and the firm anticipated
significant trading volume. The full response is set forth in
Addendum B Paragraph B.

3. With respect to the facts set forth in Summary Paragraph
3, the firm indicated that it did not know the purpose of the first
three transfers set forth in Exhibit III hereto, and that the two
$20,000 transactions "were partial repayment of a $50,000 loan
between Mr. Rizui and Mr. Zaheer." In addition, the firm stated
that "in at least one case, there appears to be written
confirmation (see your Exhibit II 1/10 [to Addendum A])." The full
response is set forth in Addendum B Paragraph C.

4. With respect to the facts set forth in Summary Paragraph
4, the firm replied in full as follows: "Mr. Saghir was
responsible for this account, however, the account was not
subjected to any unusual scrutiny or monitoring. The transactions
were not understood to be unusual or irregular." (Addendum B
Paragraph E. )

5. With respect_ to the facts set forth in Summary Paragraph
5, the firm replied in full as follows: "Mr. Razzaqui had promised
to repay his debt expeditiously and we allowed him to trade as an
accommodation. Mr. Razzaqui had told us that he was arranging for
the sale of his house in New York for approximately $650,000 and
could thereby repay any debit that he had accumulated." (Addendum
B Paragraph F. )

6. With respect to the facts set forth in Summary Paragraph
6, the firm responded in full as follows: "The heading of 'trading
fund1 on the letter dated January 18, 1988 does not refer to a
separate fund or account. Rather, the accounts were opened by two
bankers personally known by Mr. Saghir for purposes of beginning
trading accounts. Accordingly, there are no records or documents
to be submitted regarding a 'Trading Fund.'" (Addendum B Paragraph
H.)

7. With respect to the facts set forth in Summary Paragraph
7, the firm responded in full as follows: "The loans described
here were intercompany transactions supported by documentation that
we are attaching herewith." (Addendum B Paragraph J.) The

3
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attachments appear at the end of Addendum B.

8. With respect to the facts set forth in Summary Paragraph
8, the firm responded with the List of Shareholders attached as
Addendum D hereto. (Addendum B Paragraph L.)

CLEARING H0TJ8E FINANCE BPB-COMMITTEE ACTION;

At its meeting of August 15, 1989, the Clearing House Finance Sub-
Committee charged Capcom-U.S. with the following violations of
Exchange Rules:

a. Two violations of Rule 432. b. ("Act of bad faith"), for
(1) commingling customer funds with house funds (as more
fully described in Summary Paragraph 6) ; and (2) failing
to disclose sufficient information to enable the Clearing
House Committee to determine whether securities owned by
Capcom-U.K. and characterized as loans, as more fully
described in Addendum D, should be deemed equity
securities of Capcom-U.S. for purposes of Rule 901. L.
(as more fully described in Summary Paragraph 8) .

b. Four violations of Rule 432. o. ("Permitting misuse of
facilities"), for not obtaining adequate explanation or
corroborative documentation from its customers for the
following transactions: (1) transferring funds and
positions into the Ixora Account from unaffiliated
customer accounts (as more fully described in Summary
Paragraph 1); (2) permitting multiple receipts into and
disbursements out of the Ixora Account when the account
was not actively traded (as more fully described in
Summary Paragraph 2) ; (3) permitting certain monetary
transactions between the Zaheer Account and two
unaffiliated customer accounts (as more fully described
in Summary Paragraph 3) ; and (4) permitting multiple
receipts into and disbursements out of the Zaheer Account
when the account was not actively traded (as more fully
described in Summary Paragraph 4).

c. Four violations of Rule 432. q. ("Detrimental act"), for
not obtaining adequate explanation or corroborative
documentation from its customers for the following
transactions: (1) transferring funds and positions into
the Ixora Account from unaffiliated customer accounts (as
more fully described in Summary Paragraph 1) ; (2)
permitting multiple receipts into and disbursements out
of the Ixora Account when the account was not actively
traded (as more fully described in Summary Paragraph 2) ;
(3) permitting certain monetary transactions between the
Zaheer Account and two unaffiliated customer accounts (as
more fully described in Summary Paragraph 3) ; and (4)

4
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permitting multiple receipts into and disbursements out
of the Zaheer Account when the account was not actively
traded (as sore fully described in Summary Paragraph 4) ;
and one violation of Rule 432. q. ("Detrimental act") for
the conduct described in Paragraph a. (2) above.

d. Two violations of Pule 433. b. ("Uncommercial conduct"),
for (1) the conduct described in Paragraph b. (2) above;
and (2) the conduct described in Paragraph b.(4) above.

e. One violation of Pule 827. C. ("Accepting new trades when
account undermargined") , for accepting trades from Mr.
Pazzagui while his account had a debit balance (as more
fully described in Summary Paragraph 5) .

f. One violation of Pule 853. A. 2. ("Transfers of positions
with no change in ownership") , for transferring positions
into the Ixora Account from unaffiliated customer
accounts (as more fully described in Summary Paragraph
1) •

g. One violation of Rule 921 ("Notification of reduction in
capital in excess of 20%"), for failing to advise the
Exchange of a reduction in capital of 21.6% as of July
31, 1987 (as more fully described in Summary Paragraph
7) •

h. One violation of Rule 980 ("Compliance with financial
requirements") , for commingling customer funds with house
funds, in violation of Section 4d(2) of the Commodity
Exchange Act and CFTC Reg. Section 1.20 thereunder (as
more fully described in Summary Paragraph 6) .

5
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"""'*''
ADDENDUMA

CHICAGO MERCANTILE EXCHANGE

Ktrfn P.Holland
VcePrtsidcnl

August 1, 1989

Mr. Mchamaad Saghir
President
CEpccc Futures, Inc.
440 South Insane Street
23rd Floor
Chicago, Hj 60605

Dear Mr. Saghir:

By letter dated July 14, 1989, you were notified that the Clearing House
Finance Sub-Ccmittee rescinded the order that KFM3 Peat Marwick conduct a
special review of Capcan Futures, Inc.; (Capcoc - U.S.) . Trie Cccriittee
rii-np<-<-gt3the CME audit staff to conduct this review using the work and related
results accunulated by the CITC in perf orrdng its special review at Capccc -
U.S. .

'

Die OE's review consists of a series of questions that are enclosed with this
letter. A written response to each question is due by 5:00 p.m. on Tuesday,
August 8, 1989. Please include any documentation the fina has to support its
responses. Die results of our review will be presented to the Clearing House
Finance Sub-Comittee at its next meeting.

If you have any questions, please call ne or Mary Murphy at 930-3227.

/cro

Page 6
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There were numerous monetary and position transfers into the Ixora account
#101-10205 from unaffiliated Qpran-O.S. customer accounts. Details are
listed in Exhibit I. «••- • • • ■•.

1. What is the purpose of the transfers from the unrelated customer
accounts?

2. Who is the CapconKJ.S. employee responsible for authorizing these
transfers? . .

3. The CME noted that Capcom-U.S. sent written oonfirmaticns to the
customers requesting they acknowledge receipt of the confirmation.
However, three of the customers did not sign the letter sent to them
by Mr. Saghir. In addition, the letters did not contain any details
about the transaction. CapconHJ.S. confirmations are included in
Exhibit U.

Why wasn't written authorization obtained from the customer prior to
transferring funds?

4. On April 27, 19S7, 12 June, 1987 T-Bond futures contracts and 8 June,
1587 T-Eond put option contracts were transferred into the Ixora
account. Chicago Board of Trade Rule 444.01 does not allow trades to
be transferred when a change of ownership is involved. Why did the
firm allow this transfer to occur?

5. Did the firm question the unusual nature of these transactions? If
not, why? If these transactions were questioned, what did the firm•'" conclude? . . ...

The Ixora account actively traded until May, 1987. However, there were
twelve receipts totalling $9,848,311.09 and twenty-five disbursements
totalling $9,821,993.82 flowing into and out of the account from November,
1987 through October, 1988. The transactions are detailed in.'Exhibit m.

1. Why were there transactions in an account not actively trading?

2. Who was responsible to monitor the activity in this account?

3. In what manner was this account monitored? What explanation was
received regarding the activity in this account?

4. There were two $25,000 disbursements on Baptaabar 6 and 23, 1988. The
disbursements were made to Akbar Bilgrami, Director of the latin

" American Division for BOd. Mr. Bilgrami was named in the indictment
along with S.Z. Akbar and CapcOB-P.IL

a. What was the relationship between Akbar Bilgrami and Ixora?

31, 1989
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b. Khat type of authorization was obtained from Ixora? Provide an
explanation if authorization was not obtained prior to
transferring the funds.

5. On September 23, 1988, $1,950,000 was disbursed free the Ixora account
to Capcom-U.K. Aooarding to a recent report issued by Peat Marwick
McLintock, Mr. Akbar stated that this sum represented the settlement
of the sale of Capcom-U.K. *s" shares in Capcom-U.S. Further, Mr. Akbar
stated the Capcom-U.S. principal shareholders included S.Z. Akbar,
Zask Trading, Larry E. Romrell, and Mohammad Saghir. Khy would a
transaction of this nature be made from a customer account?

C. There were numerous monetary transactions between Mohammed Zaheer's (Mr.
Saghir's brother) account 1101-10204 and two other unaffiliated custcner
accounts. A sample of these transfers are detailed in Exhibit XV.X.

1. Vihat is the relationship between these three accounts?

2. What is the purpose of these transactions?

3. Kho was responsible and what type of monitoring was Capcon-U.S.
perforaing? Did the firm question why transactions of this nature
were occurring? If not, why? ' If yes, what did the firm conclude cn
these matters?

4. Wiy wasn't written authorization obtained from the customer prior to
the transfer of funds in two of the five transactions?

D. Khat was the occupation and place of employment of account owner 110204 -
Kr. Zaheer, at' the time the account was opened? This information was net
included in the customer's account documentation.

E. On.'October 29 and 30, 1987, there were six receipts and two disbursements
totalling $4,848,541.89 and $4,800,000, respectively, recorded in Mohammed
Zaheer's account #10204. Mr. Zaheer did not actively trade an these
dates. The transactions are detailed in Exhibit IV. B. The transaction
amounts are material compared to the ledger balance which was visually less
than $150,000 from the period ppownhpr 31, 1986 through May 31, 1989.

1. Khat type of 'monitoring was performed by Capcom-U.S. over these
material, unusual cash flows? Kho was responsible for the monitoring?

2. Did the firm question why transactions of this unusual nature were
occurring? If not, why? If yes, what did the firm conclude on this
matter?

F. 1- Why was Mr. Razzaqui (account #101-10254) allowed to open another
trading account (#101-10264) when the first account had a debit
balance of $145,575.56? Refer to the letter in Exhibit V.

Page 8
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2. What effcarts axe presently being made to collect the net debit balance
of $143,251.41 in accounts #10254 and #10264? . .

G. What is the occupation and place of employment of account owner #10254 and
#10264 - Mr. Razzagui, at the time the account was opened? Bus
information was not included in the customer's account documentation .

H. According to account documentation, account #101-10255 is owned by Karim
R. Faridi and Kahlil A. Zobairi and account #101-10256 is owned by Kahlil

* A. Zobairi and Mrs. Tazeen A. Zobairi. Included in the files for both
accounts were letters on Capcom-U.S. 's letterhead dated January 18, 1988
from Mr. Saghir to the account owners regarding the net asset value of an
investment in "Trading Fund". Refer to F^hibit VI. '

1. Khat is the relationship between accounts #10255, #10256, Czpcore-U.S.,
• and "Trading Fund"?

2. Submit all records and documents regarding "Trading Fund".

I. Khat are the occupations and places of employment of account owners 21C256- Mr. and Mrs. Zobairi? This information was not included in the
customers' account documentation at the time the account was opened.

J. 1. What was the purpose of the transactions in general ledger account
#29100.110 "London loans" during the period April, 1986 through
October, 1988?

2. What type of supporting documentation is there for these transacticns?

3. If these transactions resulted in receivables tree Capcom-U.K. and
were considered secured, provide documentation supporting this
classification.

4.
' If these are unsecured transactions but misclassified as a current
receivable by the firm, how would this have affected Capcom-U.S. 's
capital during the time period noted in J.I.?

K. 1. Account #101-10258 owned by Syed and Rialida Rizvi, has a free debit
balance of $8,628.24 as of July 17, 1989. What effort is Caposn
making to collect the debit?

2. On September 13, 1988, account" #10258 received $50,000 from Capcom-
U.K. What was the nature of this transaction?

L. In June, 1987, as a result of the Chicago Board of Trade's parent
guarantee rule, Capcom-U.S. and Capcom-U.K. were restructured into
separate, unaffiliated entities.

1. List the original shareholders of Capcom-U.S. prior to and after this
restructuring. page

July 31, 1989 .
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2. Where or from whom did each of the shareholders obtain financing for
their investments in Capcora-U.S. before and as a result of the
restructuring of the firm? If possible, provide supporting
documentation .

3. Did Mr. S.2. Akbar finance any of the stock purchases in CapcoD-U.S.?

During January, 1989 Mr. Saghir made two $250,000 payments. One payment
vas made to Mr. AWDar and the other was to Capcom-U.K. What was the
purpose of these disbursements?

July 31, 1989

Page 10
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Exhibit I

ACCOUNT 101-10205

Accounts
Transferring Adequate

Date Amount Funds to Ixora Authorization

04/28/87 $ 8,520.99 ■ 10204 No

04/28/87 13,131.37 10250 No

04/28/87 29,525.36 10251 No

04/28/87 15,410.15 10252 No

04/29/87 26,402.25 10254 No

04/29/87 20,000.00 10255 No

04/29/87 20,000.00 10256 No

Accounts
Quantity Transferring
and Positions to Adequate

Date Positions Ixora Authorization

04/27/87 1 June '87 7-Bonds 102C4 No

04/27/87 4 June '87 T-Bonds 10254 Vo
04/27/87 . 2 June '87 T-Bonds 10250 No

04/27/87
'
3 June «87 T-Bonds 10251 No

04/27/87 2 June '87 T-Bonds 10252 No
04/27/87 2 June '87 T-Bonds 90 Put 10250 No
04/27/87 2 June «87 T-Bonds 90 Put 10252 No
04/27/87 3 June '87 T-Bonds 90 Put 10251 No
04/27/87 1 June '87 T-Bonds 90 Put 10204 No

Page

July 31, 1989
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•i

ODD

CAPCOMFUTURES.INC.
'

440SouthUSrtttlfnl
Mffl Floor V
CNugo,INInorlM60S j

fclci 4|r(04VCAFCOMM
Facaknat:3UfMl-;tie •

April 27. 1987

Mr. Mohammad Zaheer
135 Station Road
London NW4
England

RE: A/C No. 10204

Dear Mr. Zaheer: . ,
'«
;

Reference to your telephonic instructions we have transferred
your account balances and positions to 1X0RA Investment Ltd
as of today. Kindly confirm our action by signing duplicate
of this letter.

Thanking you .

"■ Mohammad Saghir

*! President

,MS:rp

encl.

Page 12
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CAPCOMFUTURES,INC.
440SouthUStlliSlittt
2JrdFlow
CMuoo.IllinoisW60S

Telephone:312/663-7650
TelCi:49790*WCAPCOMM
F»c»imilc.3l2;e60-7t.e5

April 27, 1987

Mr. Iqbal H. Zubalrl
El-Zahra Street Flat No. 6ol
Muhandeseen , Cairo
Egypt

RE: A/C No. 10251

Dear Mr. Zubairi:

Reference to your telephonic instructions we have transferred
your account balances and positions to 1X0KA Investment Ltd
as of today. Kindly confirm our action by signing duplicate
of this letter.

Thanking you.

Mohammad Saghir
President

HS:rp

encl .

Page 14
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ERGGOm
CAPCOMFUTURES.INC.
4*0SouthLaStlrtStitcl
23rdFloor
Chicago,ttltnoli(06CS

TWephone:312/IU-76S0
Irlei: 4S7S04UCAPCOMM

April 27, 1987

Htm Javed Ahmed Razzaqui
68 Wayside Lane ,
ScarsUale, NY 10583

RE: A/C No. 10254

Dear hr .' Razzaqui :

Reference to your telephonic instructions we have transferred
your account balances and positions to IXORA Investment Ltd
as of today. Kindly confirm our action by signing duplicate
of this letter.

Mohammad Saghir
President

MS:rp

encl.

Page 16
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£0P@i)(IjO
CAPCOMFUTURES,INC
440SouthLaS*l*Sl'ttl
23idFloor
Chicago,nilnoit6O60S

■fcltphoni-312/663T«0
•fcler4979CXVCAPCOMM
F»e»lmlH:312/6637666

April 27, 1987

Mr. Karlm R. Faridi
Hr. Khalil A. Zobalri
15/1 Jabbar Plaza
Saddar, Karachi
Pakistan

RE: A/C No. 10255

Dear Mr. Faridi:

Reference to your telephonic instructions we have transferred
your account balances and positions to IX0Rj\ Investment Ltd
as of today.' Kindly confirm our action by signing duplicate

. . . of this letter .

Thanking you^. -

H^7

Sine.

Mohammad Saghir
President

KS:rp

encl.

Page 17
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I CAPCOMFUTURES.INC.
| 440SouthUMiM
, M>dFloor

'

Chicago,IlllnoUS06C5

Xephon*.312'66J-76S3
Terr 4«7»04VCAPCOMM
Fae*lmll«:312/et3-7(M

April 27, 1987

-Hr. Khalil A. Zobairi
Mrs. Tazeen Khalil Zobairi
46/1 15th Street, Phase V
Off Khayaban E-Mujahid

"
Defence Housing Authority
Karachi, Pakistan

RE: A/C ho. 10256

Dear Mr. Zobairi:

Reference to your telephonic instructions ve have transferred
,, your account balances and positions to 1X0RA Investment Ltd
as of today. Kindly confirm our action by signing duplicate
of this letter.

Thanking you.

Mohammad Saghir
President

MS:rp

tncl.

18
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IXORA INVESTMENT LIMITED

c/o 22 Basing Hill
Golders Green
London
NW11 8TH

16 December 19B7

Mr M Saghir
Capcom Futures Inc
23 Floor, 440 South LaSalle Street
Chicago
Illinois 60605
USA

Dear 'Sir,

To the debit of our .AccounT No. 10205, kindly pay US$29,646/- (Dollars
twenty nine thousand six hundred forty six only) to Account 10204 with
yourselves.

Thanking you.

Yours faithfully,
pp IXORA INVESTMENT LIMITED

BAH £
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Exhibit m
account 101-10205

11-25-87 • • $ 618.92
11-25-87 3,590.28
11-25-87 S 200,000.00
11-30-87 143,451.22
12-11-87 2,500.00
12-15-87 6,000.00
12-15-87 84,000.00
12-18-87 50,000.00
01-27-88 2,500.00
01- 29-88 88,725.00
02-22-88 45,000.00
02-29-88 100,000.00
03-16-88 8,020.00
03-21-88

- ".-359,798.79 '."'*"-
03-22-88 300,000.00
03-25-88 2,250,000.00
03-25-88 2,000,000.00
03-25-88

'
700,000.00

03-28-88 2,000,000.00
03-28-88 2,250,000.00
04-11-68 *• 171.67
04-13-88 249,934.50
05-20-88 10,000.00
06- 09-88 100,000.00
06-21-88 .. • •V- - •' - 100,000.00
07- 05-88 .

•
25,000.00

09-06-88 ! 25,000.00
09-07-88-. 2,170,498.13
09-07-88 "122,128.45 ■ •

09-08-88 ' r.- 800,000.00
09-09-88 .999,965.00
O9-I2788 _ / : 300,000.00
09-13-88 .. 193,684.00
09-22-88 2,000,000.00
09-23-88 — •

25,000.00
09-23-88 • 1,950,000.00
10-05-88 _ _.. 24,718.75

aSSfital: ..$ 9,848,311.09 $ 9,821,993.82

July 31, "1989 .
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101-10204

Exhibit IV

04/28/87
- 12/16/87
•04/06/88
12/08/88
01/03/89

$ 29,646.00

.20,000.00
20,000.00

$ 8,520.99

1,700.00

Transferred

101-10205
101-10205
101-10258
101-10258
101-10258

Adequate

Ko
Yes
No
Yes
Yes'

Cete

10/29/87
10/29/87
10/2S/87
10/29/67
10/30/67
. }0/30/87
10/30/87
10/30/67

$ 40,000.00
1,964,107.77
60,000.00

2,732,434.12

• 50,000.00
• 2,000.00

$ 2,000,000.00

2,800,000.00

S 4,848,541.89 $ 4,800,000.00

JUly 31, 1989

Page 23
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0DDO
440SouthLaS*n<Strnt
23<(tFloor
Chicago,iiinon606C5

Tlleplitww3IS/GG3-76S0
Tt(«r 4979041/CAPCOMM
Facvndc312/663-7666

September 19, 1988

CONFIDENTIAL

Mr. Javei Ahmed Razzaqui
68 Wayside Lane
Scarsdale, New York 10583

RE: Account No. 10254

Dear Mr. Razzaqui:

As per our discussion over the phone, ve confirm the
following arrangement regarding above account:

1. Account 10254 shows a debit balance of $145,575.56 ■and
you .vill try to adjust this debit balance as soon as
possible.

2. Meantime, ve have opened another account - No. 10264
to allow you trading on fully margined basis.

3. ' At any time ve are authorized to offset account 10264
against debit balance of 10254.

Kindly sign the duplicate of this letter as your acceptance
to this agreement.

Mohammad Saghir
President

KS:ed

encl.

Page 24
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MOHAMMAD SA6H1R
WESIDENT

CAPCOM FUTURES. INC.

January 18, 1988

Hr. Karim R. Faridi /
' Hr. Klialil A. Zobalrl
15/1 Jabbar Plaza
Saddar, Karachi
Pakistan

R£: TRADING FUND

Dear Mr. Faridi and Hr. Zobairi:

I an pleased to inform you that the net asset value of your investment
at December 31, 1987 was $32,233.98.

Details are as follows:

Date Particulars Debit Credit Balance

; 1-10-87
'
Funds Received $20,000.00 $20,000.00

540.00
73 A. 88

20,540.00
21,274.88
31,274.88
32,233.98

10-05-87
12-31-87

Funds Received
Earnings (127.)

10,000.00
959.10

Hoharamad Saghir
President
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MOHAMMAD SAGHIR

BRac-om

CAPCOM FUTURES, INC.

January 18, 1988

Mr. Khalil A. Zobalri
.Mrs. Tazeen Khalil Zobairi
46/1 15th Street, Phase V '

Off Khayaban E-Mujahid
Defense Housing Authority
Karachi, Pakistan

RE: TRADING FUND

Dear Mr. Zobairi and Mrs. Zobairi:

I am pleased to inform you that the net asset value cf your investment
at December 31, 1987 was $53,213.99.

Details are as follows:

Date

..4-10-87
"6-30-87
8- 31-87'
9- 01-87
9-30-87
12-31-87

Sincere!}

Particulars

Funds Received
Earnings (12Z)
Earnings (14Z)
Funds Received
Earnings (147.)
Earnings (122)

Debit Credit

$20,000.00
540.00
495.24

30,000.00
595.41
1,583.34

Balance

$20,000.00
20,540.00
21,035.24
51,035.24
. 51,630.65
• 53,213.99

Mohamad Saghir
President

MS:ed

26
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"ADDENDOK b

DRAFT 'RESPONSES OF CAPCOM FUTURES," INC. ~ "
.""•"*"■

A. (1) When a customer requests the transfer of funds from

their account, ve do not know vhy the customer is

"seeking to transfer their funds. Accordingly, we ; could

only speculate as to the purpose of each of the

transfers referred to in this question.

(2) There was no particular employee responsible for

authorizing the transfers in the accounts to which you

refer. - •

(3) As a general catter,"- oral instructions were received

from customers, followed by some form of written con

firmation. It is apparent that in some instances, the
.' . files do not show receipt of .a written confirmation.

(4) These trades occurred in our first year of operation,
• *"■*■ when our understanding of the rules was not as clear as

it should have been. At that time, we had '■engaged an
; in-house attorney who did not suggest that there was any

... •' irregularity in the transaction.. Moreover, we also were

paying a well respected FCM approximately $60,000 per

annum as a management fee, and they - also raised no

. ;
•' concerns. . .>:..• ; y w '■.. v*

"
;..
"
.:

" '

. (5) -Ke did not realize .that the "transactions were unusual

and accordingly took no special action.

- B. (1) He cannot speculate as to the motivations underlying the
J- - transactions in. the customer's •ccounti"'*^ ""- -•^■ge-27
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(2) Kr. Kohammad Saghir was responsible for the account.

(3) The account vas not subject to unusual scrutiny or moni

toring. Kr. AXbar told us that he intended to use the

account for trading, and given his activity in the

market, ve anticipated significant trading volume.

(4) Ve cannot speculate as to the nature of the actual re

lationship between Mr. Bilgrami and ZXORA. Telephone

authorization vas obtained and vas to be followed by

written confirmation.

(5) In September, 1988, $1.95 million was wired to CXPCOM-

U.X. from the ZXORA account. We can neither explain nsr

adopt Kr. Akbar's version of this event, nor can we

'speculate as to why he decided to wire funds from a

particular account.

The first three transfers contained in Exhibit IV were con
ducted pursuant to customer instructions for reasons Xncvr.

only to them. We cannot speculate as to their motives. The

two $20,000 payments vere partial repayment of a $50,000 loan

between Kr. Rizui and Kr. Zaheer. Responsibility for the

accounts ,and transactions . vere that ef Kr. Saghir, who was

aware ef the loan and understood there to be no irregularity

in those transactions. The customers had provided telephone

authorization, and in at least one case, there appears to be

written confirmation (see your Exhibit ZZ 1/10) .
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D. The occupation of Mr. Zaheer was that of a self-employed auto

dealer with a dealership . in Karachi, Pakistan.— r - : ..-

£. Mr. Saghir was responsible for this account, however, the

account was not subjected to any unusual scrutiny or moni

toring. The transactions were not understood to be unusual
' or irregular.

F. Mr. Razzaqui had promised to repay his debt expeditiously and

we allowed him to trade as an accommodation. Mr. Razzaqui

had told us that he was arranging for the sale of his house

in New York for approximately $650,000 and could thereby

repay any debit that he had accumulated. . - .

G. Mr. Razzaqui is a banker located in New York.

K. /.The heading of "trading fund" on the letter dated January IS,

19SS does not refer to a separate fund or account. . Rather,

the accounts were opened by two bankers personally known by

Mr. Saghir for purposes of beginning trading - accounts.

Accordingly, there are no records or documents to be sub

mitted regarding a "Trading Fund."

X. Mr. Zobari presented himself .as a bank manager in Karachi,

Pakistan. We are unaware of Mrs. Zobari having an occupation

. outside the home. • ;.. 1'

J. The loans described here were intercompany transactions sup
ported by documentation that we are attaching herewith.
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July 26, 1969

Kb. Catherine J. Carter
Manager, Membership Department
Chicago Mercantile Exchange
30 South Vaeker Drive
Chicago, Illinois 60606
Sear Ma, Carter!

I refer to your inquiry of July 20, 1989 concerning
Mohammed Zaheer of Karachi, Pakiatan and hie relationship to
Mohammed Seghir of CAPCOK FUTURES, IXC.

investigation in Karachi , Pakistan by an IKTRRPASS
associate hee verified that Mohammed Zeheer ie the younger
brother of Mohammad Saghlr,

Mr. Zaheer does in feet reside et the sddress thst you
provided, B, 296, Block 6, Gulshere 1QBAL, Karachi, Pakiatan;
hovever, the telephone number of 46 2? 13 la assigned to his
sunt vho lives next door,

Mr, Zsheer Is presently working in Xsrschi, Pakistan st
a motor workshop/service station, phone number of 42 60 59.
Mr. Zaheer'a position at this vorkehop/service atation la
deeerlbed se "not very high".

Investigation in London, England het disclosed that the
address you provided se Mr. Zaheer'a mailing address, 135
Station Road, London NV4, li presently occupied by Kiisnur
Seamen snd Ajrsss Miss, It appears that theee individuals
sre related to Mr. Zaheer end Mr. Seghir.

)

VVaahinotonOffice•Suite700,1666N. SortMyerDrive,A/lngton,VA 2ZS0S* (709)6244888
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# Chicago Board of Trade

HAND DELIVERED

April 24, 1987

Mr. Mohammad Saghir
CapCom Futures, Inc.
tUO South LaSalle Street
23rd Floor
Chicago, IL 60605

Dear Mr. Saghir:

Enclosed are the findings of the Office of Investigations and
Audits' recent examination of your firm. The report will be
submitted to the Business Conduct Committee for their
review. The Committee wishes you to acknowledge receipt of
this letter and reply to the findings in the report. A
written reply should be made to me no later than ten business
-days after the date of this letter. The reply will be
forwarded to the Committee with OIA's report.

RE: 87-FIN-U8

Sincerely ,

Yvonne J. Downs
Administrator
Office of Investigations
and Audits

DAS/cls

Enclosure

cc : Mr. Lawrence A. Herst

C"<c«goHi.no<t6060«
juosjsoo
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® Chicago Board of Trade

Office of Investigations and Audits

CONFIDENTIAL WOW

OIA Reference Ro.: 87-FIK-»8
Date Report Completed: March 26, 1987

Prepared By: ^a.^Ie (k .V^~*^.
Laurie Kozan

■ /f yl -^^ Dan. A. Shadrick

Approved By:

'Xc*.~^£±

Yvonne J - Downs

Subject Matter: CapCos Futures, Inc./CapCom Financial
Services Limited

Or. Thursday, January 22, 1987, OIA examiners commenced a review of
Capcom. Futures , Inc. and its parent Capcom Financial Services LTD.
iCtpcom London). The purpose of the review was to determine the nature
of Capcom Futures and Capcom London's business, and to review the
fires trades to verify their classifications as hedge positions. OIA
reviewed the firm's customer and non-customer accounts noting the
fallowing: —

' . OIA reviewed customer orders, customer account documentation,
segregation statements, EFP's and flow of future transactions
noting following:

a. OIA reviewed two (1001) customer account files noting
appropriate documentation appeared to be properly signed and
dated in accordance with CBOT Rules and Regulations.

b. Thirteen customer order tickets were reviewed noting 1001
appeared to contain only one time stamp. OIA brought the
matter to the firm's attention and orders now appear to be
time stamped upon receipt and fill. All trades appeared to
flow through the floor order tickets, trade registers and
customer account statements.

iasa*tMacwo«
C».c<QOlll.no.s60604
.12OS3S00

A-01343
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c. Segregation statements from 12/23/86 thru 12/31/86 appear to
be properly completed. Firm's excess segregated funds from
12/23/86 through 12/30/86 appeared to be low. OIA proved
balances on 12/2U/86 and 12/29/86 noting they appear to be
correct. On 12/31/86 the firm deposited an additional
$50,000 in order to insure the firm maintained excess
segregated funds.

OIA reviewed Capcom Futures only non customer account Capcora
London. All (100%) of the T-bond Transactions in this account on
December 23, 26, and 31, 1986, were reviewed in order to verify
their classification as a hedge. In addition to the above
transactions, OIA reviewed 100$ of the EFP Trades for the month
of December. OIA noted the following:

a. OIA traced each open futures position from the trade
register to the corresponding floor order tickets noting
33 - 33% had only one time stamp. The firm was informed of
the proper procedures.

b. OIA traced all T-bond trades and EFP's from the trade
register to the corresponding customer statements for the
customers of Capcom London. OIA noted the following:

1 . For each trade or group of trades executed at the CECT
there was a corresponding trade or group of trades
reflected on the customer accounts statement. In every
case the trade price on the trade register agreed with
the trade price on the customer statement. In all
cases, except for two EFP trades, the trade dates
agreed. The firm indicated that two trades are beir.c
executed almost simultaneously, one between the
customer and the firm, and one at the CB0T. The trace
on the CBOT is executed to hedge the position the f i"ra
is taking with its customer.

2. All customer statements reviewed appeared to have
foreign addresses.

3. The firm indicated its customers are predominately
banks, financial institutions and corporations with
only a few individual accounts. The majority of
accounts are using the market to hedge exposure,
however, some carry outright positions.

Page 2
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k . 01A reviewed Capcom London's specifications on the
T-bond Futures Contracts it sells to its customers.
The contract specifications appear to be identical to
those of the CBOT T-bond contract.

c. 0IA also traced the cash side of the EFP transactions to
their trade confirmation statements. For the aonth of
December, Capcom London executed eight EFP transactions, all
of which were done with Refco Inc. The cash side of all EFP
transactions was executed with H. G. Partners, an affiliate
of Refco Inc. Capcom London indicated that EFP transactions
are utilized for the purpose of executing a trade when the
markets in Chicago are closed. A typical EFP transaction
for Capcom is outlined below:

1. On December 3, 1?66 Capcoir. London receives an order
from a foreign customer for (5) short T-bond
contract*. The markets in Chicago are not open,
therefore, Capcom London contacts Refco in New York to
cbtain a futures contract which can be used to hedge
th« new position with its customer.

2. :apeoi5 London sells $500,000 7.5% T-bonds to M. G.
Partners, Inc. at 102.15.

3. Refco tni Capcom London execute a EFP transaction where
Capcoic London buys from K. G. Partners, Inc. $500,000
7.5S T-bonds at 102.15. Refco then, through the EFP,
transfers (5) short T-bor.d contracts to Capcom London
at a price of 100.12. The transfer completes the EFP
transaction.

1. Capcos London enters into (5) short futures contracts
with its customers at a price of 100.12.

The two cash trades between H. 6. Partners and Capcom London net to
zero at the end of trading on U 3/86 and don't appear on H. C.
Partners' Daily cash Ltogtr. Cepcom London's cash account statement at
M. G. Partners reflects each cash trade and a zero balance for the
month of December.

A-01 345
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Seven of the eight EFP trades reviewed were similar to the one outlined
above. Capcom London executed the cash transaction first and then the
EFP transaction which result in the firm acquiring a short futures
position. In one case, however, Capcom executed a EFP which resulted
in Capcom receiving a long futures position. In this case the EFP was
executed prior to the cash transaction which sets up the EFP. In an
EFP transaction one of the cash transactions is always associated with
the EFP transaction. The transaction order was determined by the order
number on the cash confirmation tickets. The transaction is outlined
below :

1. On December M, 1986 Capcom London received an order from a
foreign customer for (1) long T-bond contract. The markets in
Chicago were not open, therefore, Capcom contacted Refco in New
York to obtain a futures contract which could be used to hedge
the position the firm is taking with its customer.

2. Capcom sold a $100,000 7.5% T-bond to M. G. Partners for 102
^5/128. As part of the EFP transaction, Refco transferred (1)
long futures position to Capcom London at a price of 100 7/32.
The transfer completed the EFP transaction. However, Capcom was
still short a cash position.

3. Capcom bought a $100,000 7 1/2J T-bond for 102 H5/128 from
- M. G. Partners.

14. Capcom London entered into a long futures contract with its
customer at a price of 100 7/32.

The result of the above transaction is the transfer of a long futures
position from Refco to Capcom London. This transaction is similar to
the one outlined before, however, in this case the EFP was executed
prior to the cash transaction.

Page 4
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RELEVANT RULE ANT REGULATIONS

310.00 Time and Place for Trading - Dealings upon the Exchange
shall be limited to the hours during which the Exchange is open
for the transaction of business, and no member shall make any
transaction in securities with another member except at the post
designated for the particular security in which the transaction is
made and no member shall make any transaction for future delivery
of a commodity except in the pit assigned to trading in such
commodity, except as provided in Regulations 444.01 and 444.03.
No member shall make, in the rooms of the Association, a
transaction with a non-member, in any commodity or in any security
admitted to dealing on the Exchange; but this Regulation shell net
apply to transactions with an employee of the Association of the
Clearing House engaged in carrying out arrangements approved by
the Board to facilitate the borrowing and lending of money.

332.00 Order Must Be Executed in the Public Market - All orders
received by any member of this Association, firm or corporation,
doing business on Change, to buy or sell for future delivery any
of the commodities dealt in upon the Floor of the Exchange (except
when in exchange for cash property) must be executed competitively
by open outcry in the open market in the Exchange Hall during the
hours of regular trading and under no circumstances shall any
member, firm or corporation assume to have executed any of such
orders or any portion thereof by acting as agent for both buyer
and seller either directly or indirectly, in their own name cr
that of an employee, broker or other member of the Association;
provided, that on transactions where brokers as agents for other
members meet in the execution of orders in the open market and
without prearrangement unintentionally consummate a contract for
the one and same clearing member principal, such transactions
shall not be considered in violation of this rule.

332.01 Open Market Execution Requirement - All futures
transactions resulting in change of ownership (except those
involving the exchange of futures in cash transactions) must be
made in the open market in the manner prescribed by Rules 322. CC
and 310.00.

Page 5
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350.05 Floor Practices - The following acts are detrimental to the welfare
of the Association:

(e) for a member to take, directly or indirectly, the other side
of any order of another person revealed to him by reason of
his relationship to such other person, except with such
other person's prior consent and in conformity with Exchange
rules;

(f) for a member to make any purchase or sale which has been pre- •

arranged;

(h) for a member to execute any order after the closing bell is
sounded except in a call market close;

(i) for a member to buy and sell as an accomodation at any time or
to use one order to fill another order, or any part thereof.
444.01 Transfer Trades - Transfer trades, or office trades, are defined
and limited to trades made upon the books of a commission merchant for
the purposes of: (a) transferring existing trades from one account to
another within the same office where no change in ownership is involved;
or, (b~) transferring existing trades from the office of one commission
merchant to the office of another commission merchant where no change
in ownership is involved, provided that no such transfer may be made
for the purpose of evading and avoiding delivery on such trades and pro
vided further that if such transfer is made after receipt from
the Clearing House of a notice of intention to deliver applicable
to such trades, then the notice of intention to deliver must be passed
through the Clearing House along with the trades so transferred
and the Clearing House shall thereupon pass the notice of intention
to deliver to the commission merchant to whom such transfer has been .
made end delivery shall be taken by such commission merchant; or,
(c) exchanging futures for cash commodities or in connection with
cash commodities transactions; or (d) to establish the prices of
of cash commodities.

Exchange of futures in connection with cash commodity transactions
of futures for cash commodities may be made at auch prices as are
mutually agreed upon by the two parties to the transaction.

All transfer trades made between the offices of two commission merchants
and all office trades made in connection with cash commodity transactions
or the exchange of futures for cash commodities shall be designated by
proper symbol as transfer or office trades and oust be cleared through
trades and must be cleared through the Clearing Bouse in the regular manner.

Page 6 A-01 348
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trar.sfer trades must be made at the sa.-e price or prices which appear
cn the books of the transferring commission merchant, and the transfer
must also show the date when such trace or trades were originally mace;
provided, however, that those transfers involving a debtor as defined bv
e.-.d in accordance with Regulation 272.02 shall retain the original trace
date for purposes of delivery but shall be entered on the books of the
transferred at the settlement price on the day of the transfer. In 1
addition, each party to transfer trade transactions 6hall file with the
Clearing House a memorandum stating the nature of the transaction,
whether the transaction has resulted in a change of ownership, the kind
and quantity of cash commodity, if any is involved, the kind, quantity
and price of the commodity future, the name of the opposite Clearing membe
if any, and such other information as the Clearing House may require.
509.08 Other Offenses - It shall be an offense against the Association to:

(b) Trade systematically against the orders or position of his customer.

1807.01 Hours for Trading - The hours of trading for future delivery in
U.S. Treasury Bonds shall be determined by the Board. On the last day of
trading in an expiring future, the closing time for such future shall be
12:00 noon subject to the provision of the second paragraph of Rule 1007.0
The markets shall be opened and closed for all months simultaneously, or"
in such other manner as the Board shaJl direct.

510.00 Bucket Shop —No member shall be directly or indirectly interested in or associated in

business with, or have his ollice directly or indirectly connected by public or privatewire or other

methodor contrivance with,or transactany business directly or indirectly with or lor

(a) Any bucket shop; or

(b! Any organization, tirm. or individual making a praclice of dealing on differences in market

Quotations;or

tc) Any organization,firm,or individualengagedIn purchasing or selling commoditiesor securities

lor customers andmakinga practiceol takingthe side of themarketopposite lo theside taken by

easterners. 152

4S5.01 rtocorcls ol Customers' Orders — Immediatelyupon receiptin the sales
oflice ol a customer

order each mcmuei. registeredpartnershipor registeredcorporationshall prepare a
writtenrecord ol

the order. It shall be dated and lime-slampedwhen the order Is received and shall show
the account

designation.The order shall also be time-stampedwhan it Is transmittedlo the Floor ol
the Exchange

andwhenitsexecution,or thelad thatItb unablelobeexecuted,Is reportedfromtheFloorofthe
Exchange -

to the sales office.

Immediatelyupon receipton Ihe Floor ol the Exchange of a customerorder, eneh
member,registered

partnership,or registeredcorporationshall preparea wrilten record ol Iho order.
It shall be dated and

lime-stampedwhen Ihe order is receivedon Ihe Floor andshall showtheaccuutii designation.The
order

shall also be time-stamped.

(a) when il is transmittedlo the lloor broker
II it Is not transmittedimmediatelyalter ii is received un

the Floor, and

(b) II thewrittenorder is transmittedlo the door
broker,when Ihe order is receivedback Irum Ihe lloor

broker,or

(c) ittheorderis transmittedlo Ihe floorbroker
verballyorbyhandsignals,whnnnreportol itsexecution,

or the lact that it is unable to be executed,Is received Irom the lloor broker.

At!time-stampsrequired by the regulationshall show the lime to the nearest minute.

Atthe beginningol each tradingday,each clearingmembermustensure
lhal each limeclock used on

thetrading lloor by lhal clearingmember is synchronizedwith the lime displayed
by Ihe masier clock

cn the Exchange Flocr. Page 7
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@ Chicago Board Oi irsde

Office of Investigations and Audits

CONFIDENTIAL REPORT

OIA Reference No.: Supplement to 87-FIN-U8 (2B)
Date Report Completed: April 22, 1967

\ ~i — p
Prepared By: Laurie Kozan

Dana A. Shadrick

Approved By: ^^yy->->\ _Q-ru»w Yvonne J. Downs

Subject Matter: CapCom Futures, Inc./CapCom Financial
Services, Limited

As indicated in the report dated March 26, 1987 concerning CapCora
Futures, Inc. and its parent CapCom Financial Services, Ltd. (CapCox
London), OIA reviewed, in addition to the EFP transactions all (1005)
of the T-Bond trades on December 23, 26 and 31, 1986 for CapCora
(London) by CapCom (USA). OIA noted the following:

l. The flow of a "T-Bond transaction appears to be as follows:

a. A foreign customer contacts CapCom (London) desiring
to buy ten T-Bond contracts. (See step one below).

b. CapCom (London) then calls CapCom (USA) in order to
execute a trade for the CapCom (London) proprietary
account, which will be used to "hedge" a position
taken with a customer. CapCom (London) buys ten CET
T-Bond contracts at a price of 98.10. (See step two
below) .

LaSaMtMJKkion
Cn>cagoltt>no>««o«o« . >., 7
312O5JS00 B- j . - -
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c At approximately the same tine, CapCoo (London)
contacts the customer and executes a trade with the
customer at the same price as the price received on
the Chicago contracts. CapCoa (London) sells to the
customer ten long contracts at a price of 98.10.
(See step 3 below).

CapCoa London) Foreign Customer

Step 1 Request for 10
long T-Bond
Contracts

Step 2 10
CBOT

T-Bonds
# 98.10

Step 3 10 10
T-Bonds
# 98.10

T-Bonds
« 98.10

2. Confirmation statements sent to the London customer indentify
the T-Bond trades as "C.B.O.T. Treasury Bonds".
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RELEVANT RULES AND REGULATIONS

501.00 Fictitious Transactions — It shall be an ollense against the Association to creale fictitious
transactionsor togiveanorder(orthepurchaseor saleof futuresoroptionstheexecutionol whichwould
involveno change in ownership,or to executesuch an order with knowledgeol its character.142
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national futures ASSOCIATION '330
BEFORE TBS

CENTRAL REGIONAL BUSINESS CONDUCT COMMITTEE .

In the Matter of:

CAPCOM FUTURES, INC.
(NFA ID #183570)

Respondent.

NPA Case No. 90-BCC-029

COMPLAINT

Having reviewed an investigative report submitted by

the Compliance Department of National Futures Association ("NFA")

and having reason to believe that NFA Requirements are being,

have been or are about to be violated and that the matter should

be adjudicated, NFA's Central Regional Business Conduct Committee

(" Committee") issues this Complaint against Capcom Futures, Inc.

("Capcom") .

ALLEGATIONS

COUNT I
VIOLATION OF NFA COMPLIANCE BULB 2-41 FAILURE TO OBSERVE BZ6B
STANDARDS OF COMMERCIAL BONOB AND JU8T AND EQUITABLE PRINCIPLES
PF TRAPS .

1. At all times relevant to this Complaint, Capcom was a
futures commission merchant ("FCM") Member of NFA. As

such, Capcom was and is required to comply with the

Bylaws, Compliance Rules and Financial Requirements of

NFA ("NFA Requirements") and is subject to disciplinary

proceedings for violations of NFA Requirements.
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At all times relevant to this Complaint, George Tzakis

was an associated person sponsored by Capcom in accor

dance with Commodity Futures Trading Commission

("CFTC") Regulation 3.12 and registered as an Associate

of an NFA Member in accordance with NFA Bylaw 301(b).

Capcom is liable for violations of NFA Requirements

committed by Tzakis in the course of his emplCyment

with Capcom.

NFA Compliance Rule 2-4 requires Members and Associates

to observe high standards of commercial honor and just

and equitable principles of trade in the conduct of

their commodity futures business.

On or about November 1, 1989, Tzakis, acting as an

agent of Capcon, falsely represented to First Interna

tional Mercantile Bank Ltd. ("FIMB") that its Capcom

account was profitable.

Tzakis, acting as an agent of Capcom, used money sent

to Capcom by FIMB for the purpose of opening a second

account at Capcom to cover a debit balance in an

existing account without the authority or knowledge of

FIMB.

Tzakis, acting as an agent of Capcom, placed three

trades in the account of Paul Holler ("Holler"), during

December 1989 and January 1990 without Holler's author

ity to do so.

57-961 0-92-13
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7. By reason of the foregoing acts and omissions, Capcon

is charged with violations of NFA Compliance Rule 2-4.

COUNT II
VIOLATION OF NFA FINANCIAL REQUIREMENTS SECTION A8-a: FAILURE TO
KAINTAIH REQUIRED MARGIN.

8. The allegations set forth in paragraph 1 are realleged

as paragraph 8 .

9. NFA Financial Requirements Section A8-a requires, in

part, every Member FCM that is not a member of a

contract market to collect performance margin for all
customer accounts at a level no less than that es

tablished for customer accounts by the rules of the

applicable contract market.

10. On July 11, 1989 Capcom failed to collect performance

margin for the account of Ambros Holdings SA ("Ambros")

at the level established for customer accounts by the

rules of the applicable contract market, in that Capcom

transferred cash from the account to Ambros causing the

account to be under required margin levels.

11. By reason of the foregoing acts and omissions, Capcom

is charged with violation of NFA Financial Requirements

Section A-8a.
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VIOLATION OP VTX CQMPLIAMCE ROLE 2-9 1 FAILURE TO SPPBRViag.

12.-13 The allegation set forth in paragraphs 1 and 2 are

realleged as paragraphs 12 and 13.

14. NFA compliance Rule 2-9 requires each Member to dili
gently supervise its employees and agents in the

conduct of their commodity futures activities for or on

behalf of the Member.

15. The allegations set forth in paragraph 3 through 7 are

realleged and incorporated herein by reference.

16. Capcom failed to diligently supervise Tzakis in the

conduct of his commodity futures activities for or on

behalf of Capcom.

17. The allegations set forth in paragraphs 9 through 11

above are realleged and incorporated herein by refer

ence.

18. Capcom failed to diligently supervise its employees and

agents in the monitoring of margin levels in the Ambros

account.

19. By reason of the foregoing acts and omissions, Capcom

is charged with violations of KFA Compliance Rule 2-9.

PROCEDURAL RKOPIRgMCTT8

1. This Complaint is issued pursuant to NFA Compliance

Rule 3-2, and all further actions and proceedings
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conducted as a result of or in connection with the

issuance of this Complaint shall be governed by the

provisions of KFA Compliance Rules, which include the

following specific provisions:

a. _The Respondent is entitled to file an Answer to
this Complaint ("Answer") ;

b. The Respondent is entitled to a hearing in this
matter if the Respondent so requests in its
Answer;

c. The Answer must be in writing and filed with the
Central Regional Business Conduct Committee within
30 days from the date of this Complaint;

d. The Answer shall respond to each applicable
allegation in the Complaint by admitting, denying,
or averring that Respondent lacks sufficient
knowledge or information to admit or deny the
allegations; and

e. An averment of insufficient knowledge or informa
tion in an Answer may be made only after a dili
gent effort has been made to ascertain the rele
vant facts, and shall be deemed to be a denial of
the pertinent allegation.

KFA staff is hereby authorized to grant such reasonable

extensions of time in which an Answer may be filed as

it deems appropriate.
The Respondent's failure to file a timely Answer shall
be deemed an admission of the facts and legal conclu

sions contained in the Complaint, and shall also be

deemed a waiver of the Respondent's right to a hearing.
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The Respondent's failure to expressly respond to any

allegation shall be deemed an admission of that allega

tion.

The Respondent's failure to request a hearing in the

Answer shall, unless good cause is shown, be deemed a

waiver of the Respondent's right to a hearing.

The place for filing an Answer to the Central Regional

Business Conduct Committee shall be:

National Futures Association
200 West Madison Street, Suite 1600
Chicago, Illinois 60606-3447
Attn: Legal Department — Docketing

The allegations in this Complaint may constitute a

statutory disqualification to registration under

Section 8a(3)(K) of the Commodity Exchange Act.

Respondents in this matter who apply for registration

in any new capacity, including as an associated person

with a new sponsor, may be denied registration based on

the pendency of this proceeding.

At the conclusion of the proceedings conducted as a

result of or in connection with the issuance of this

Complaint, the Committee may impose one or more of the

following penalties:

a. expulsion or suspension for a specified period
from NFA Membership;

b. bar or suspension for a specified period from
association with an NFA Member;

c. censure or reprimand;
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d. a nonetary fine not to exceed $250,000 for each
violation found; and

e. an order to cease and desist or any other fitting
penalty or medial action not inconsistent with
these penalties.

Philip M. Raleigh, Esq.
National Futures Association
200 West Madison Street
Suite 1600
Chicago, Illinois 60606-3447
(312) 781-1405

HATIOHXL FUTURES ASSOCIATION
CENTRAL REGIONAL BUSINESS
CONDUCT COMMITTEE

Dated By:

PKR: jac (Coa\CapcoB.PMR)
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AFFIDAVIT 07 SERVICE

I, Sharlean E. Brooks, on oath state that on October

1990, I served copies of the attached Complaint and
Decision by placing such copies in the United States Mail,

postage prepaid, certified nail, return receipt requested, in

envelopes addressed as follows:

Jean Webb, Secretariat
Commodity Futures Trading
Commission
2033 K Street, N.W.
Wasnington, D.C. 2 0581

Capcom Futures, Inc.
Mohammad Saghir
440 South LaSalle Street
23rd Floor
Chicago, IL 60605

Paul Bjarnason
Division of Trading and Markets
Commodity Futures Trading
Commission
2033 K Street, N.W.
Washington, D.C. 20581

Arthur W. Hahn, Esq.
Katten Muchin & Zavis
525 West Monroe Street
Suite 1600
Chicago, IL 60606

Subscribed and sworn before
me on this 'f day of October,
1990.

Notary Public

: jj(aff:126)

OFFICIAL
CARMEN M. CUELLAR
NOTARYPUBLIC.STATEOf"""'
MY COMMISSIONEXPIRES
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CHICAGO MERCANTILE EXCHANGE 5C
d

KevinP.Holland
VcePreS'Oen:
AudilDepaamer,',
312/930-3221

REGIS

. August 18, 1989

Mr. Mohammad Saghir
President
Capcoia Futures, Inc.
44 0 South LaSalle Street
23rd Floor
Chicago, IL 60605

RE: 89-CH-8911
NOTICE OF CHARGES

Dear Mr. Saghir:

On August 15, 1989, the Chicago Mercantile Exchange Clearing
House Finance Sub-Committee ( "Committee" ) reviewed the staff report
concerning the activities of Capcon Futures, Inc. (Capcom-U . S .) ,
fros January, 1986, through May, 1989. Upon consideration of the
report, the Committee determined that there was a reasonable basis
to charge Capcom-U. S. with violations of Exchange Rules 432. b.
("Act of bad faith"), 432. o. ("Permitting the misuse offacilities"), 432. q. ("Detrimental act"), 433. b. ("Uncommercial
conduct"), 827. C. ("Accepting new trades when account
undernargined" ) , 853. A. 2. ("Transfers of positions with no change
in ownership") , 921 ("Notification of reduction in capital in
excess of 20%"), and 980 ("Compliance with financial
requirements"). The matter will be referred to the appropriate
disciplinary body for a hearing on the charges. The bases for the
charges are explained in the enclosed investigation report.

Capcom-U. S. may, if it wishes, submit a written answer to the
charges within ten (10) days of receipt of this notice, which time
may be extended upon good cause shown. If Capcom-U. S. files a
written answer to the charges, it must state that Capcom-U. S.
admits or denies each charge included in this notice. If Capcom-
U.S. is unable to obtain information necessary to enable it to
admit or deny a charge, it shall be deemed to have denied the
charge. Failure to file an answer shall not have the effect of an
admission or denial of the charges contained in this notice.

The appropriate disciplinary body will conduct a hearing on
the above charges at a future meeting, due notice of which will be

LONDON

30 South Wacker Drive Chicago, Illinois 60606 312/930-1000
NEWYORK WASHINGTON,DC TOKYO
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Kr. Mohammad Saghir
President
August 18, 1989
Page 2

provided to you. Capcom-U.S. has the right to have representatives
appear personally at the hearing and the right to be represented
by an attorney or other representative other than a member of the
Board of Governors, a member of the Clearing House Finance Sub-
Committee, a member of the Probable Cause Committee, or an official
of the Exchange.

Capcom-U.S. may waive its right to a hearing within ten (10)
days of receipt of this notice of charges. If Capcom-U.S. elects
to waive its right to a hearing, Capcom-U.S. will be notified,
within three (3) days of the decision, of the findings ano
penalties, if any, to be imposed and their effective date.
If you have any questions regarding this matter, please

contact me.

Enclosure

cc: Art Hahn



390

CAPITAL, COMMODITY DEALERS LIMITED

A BRIEF RESUME
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CAPITAL COMWODITY DEALERS LIMITED

THE COMPANY

Capital Commodity Dealers Limited is a newly established Company,
promoted in collaboration with a group of American and Saudi Arabian
businessmen.

Our Directors and Shareholders trade regularly on various American
markets in their individual capacities, in addition to the dealings
of the organisations In which they have interests, and provide
excellent access to a varied clientele.

The Company has already acquired a seat on the London International
Financial Futures Exchange, and has established a clearing arrangement
with National Westminster Financial Futures Ltd. We anticipate a
fairly rapid growth in the volume of business that we are able to
put through L.I.F.F.E.

Our underlying strength, however, remains the significant level
of American business that has been committed to us. This business
is spread over the major exchanges - Philadelphia, COMEX, CHE and
CBOT mainly, but also NYFE.

The Company has been initially capitalised at £1,000,000, but this
will be increased as and when required. The Company's shareholders
are in a position to make substantial further contributions. We have
more than adequate expertise at our disposal to provide the
order-processing and administrative facilities needed initially, and
have already initiated the process of taking on further experienced
staff so that we are in a position to Increase our business volume.
We have set up a fully-equipped dealing room in the City of London
and are now in a position to commence operations.
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CAPITAL COMMODITY DEALERS LIMITED

DIRECTORS: Mr. Larry Romrell

Mr. Bob Magness

Sheikh Abdul Raouf Hasan Khali 1

Mr. Ajay Krishan Puri

CHIEF DEALER: Mr. John Parry
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CAPITAL COMMODITY DEALERS LIMITED

RESUME ON MR. LARRY ROMRELL

Name:

Address:

Age:

Nationality:

Larry Romrell

5823 South Kearney Street,
Englewood, Colorado 80111,
U. S. A.

44

U. S. Citizen

Current Positions Held;

Western Tele-Communications, Inc. - Director, Executive Vice President,
and Secretary

Vice President

Executive Vice President

Vice President

General Communication, Inc.

Western Satellite, Inc.
TCI / Silver Spur Lane & Cattleco -
(includes; Silver Spur Ranch,
Silver Spur North and Bar M Ranch)

Cherokee Ranch

Amigo Farms, Inc.

Winter-wood Associates

Hidden Valley Ranch

Western Repeater

Fox-Romrell & Associate

Capital Commodity Dealers Ltd.

Vice President and Secretary

Secretary

Vice President and Secretary

Vice President

Vice President

General Partner

Director

Education:

Electrical Engineering Degree from Idaho State University

Cont ...
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Capital Commodity Dealers Ltd. - Resume on Mr. Larry Romrell - Cont ...

Employment History:

Western Telecommunication, Inc. - 1961 to Present:

1961 - Microwave Technician. Advanced to Chief Engineer and then
to Oivision Manager.

1972 - Executive Vice President - Capacity: Corporate administration
and co-ordination of Engineering. Purchasing, Construction,
Marketing and Operations Divisions.

1983 - Elected Director and Executive Vice President and Secretary.

U.T.C.I, is a quoted public corporation in the Microwave Common
Carrier Connumi cations Services area. The Company has an Annual
Gross Income of U.S.S 42 Billion.

Time, Inc. I Columbia Pictures - 1958-1961:

Engineer - Broadcast TV

K.B.L.I., Inc. - 1956-1958:

Engineer - TV Studio maintenance, equipment and TV transmitter
maintenance.

Net Worth:

As at June 1984 this was in the region of 2.2 million U.S. dollars.
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CAPITAL COMMODE DEALFRS LIMITED

RESUME ON MR. BOB MAGNESS

Name:

Address :

Age:

Nationality:

Bob Magness

4175 South Holly,
Englewood, Colorado 80111,
U. S. A.

60

U.S. Citizen

Current Positions Held:

Tele -Communications , Inc.
(includes the TCI/Silver Spur
Ranches)

Western Tele -Communications , Inc.

Cherokee Ranch

Amigo Farms, Inc.

Hidden Valley Ranch

Winter-wood Associates

Director and active Chairman of
the Board

Director

Treasurer

Treasurer

President

Treasurer

Education:

Attended Oklahoma University

BA Degree from Oklahoma South Western State College, Weather ford

Employment History:

Tele-Communications, Inc. - 1968 to Present:

Director and active Chairman of the Board of TCI and pre-decessor
companies.

TCI 's consolidated revenues for year end 1983 were U.S.J 347,267,000.
TCI Is a publicly held autlple system operator with Its primary
activity being the cable television business in the United States
with two classes of stock traded over-the-counter under the symbols
TCOMA and TC0MB.

Cont .
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BRIEF RESUME OF SHEIKH ABDUL RAOUF HASAN KHALIL

Name Sheikh Abdul Raouf Hasan Khali 1

Address : P. 0. Box 541, Jeddah, Saudi Arabia

National ity: Saudi Arabian

BUSINESS:

a) Is a prominent Saudi Businessman and has been involved in trading
in real estate and construction business, mainly in Saudi Arabia,
U.A.E. and Oman. In 1976 became Director General of Ministry of
Communications of Saudi Arabia.

b) Owner / Director of following Companies:

International Commercial & Industrial Establishment (Saudi Arabia)

Arabian Electronic Project Establishment (Saudi Arabia)

Matthew Hall (Saudi Arabia)

Global Chemical & Maintenance System (Saudi Arabia)

Razat Associates (Panama)

Has following agencies in U.S.A. and U.K.:

Rockwell International U.S.A.

Recall (London)

In addition, owns property in Saudi Arabia, Egypt, U.K. and U.S.A. with
total value exceeding U.S.J 10 million and an Islamic Museum in Jeddah
worth about U.S.S 200 million. _ .

NET WORTH:

As at the close of 31st December, 1983, this was estimated to be
U.S.S 300 million.
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Capital Commodity Dealers Limited - Resume on Mr. Bob Magness - Cont ...

Employment History (Cont ...):

Community Television, Inc. - 1964 to 1968:

President (Tele-Communications, Inc. (TCI) became the parent of
Community Television, Inc. and Western Microwave. Inc. in 1968).

Western Microwave, Inc. - 1958 to 1965:

President

Community Television - 1958 to 1964:

Founder of community television - built first cable television
system in Memphis, Texas, in 1956.

Anderson Clayton Co. - 1952 to 1958:

Plainview and Memphis, Texas.

Anderson Clayton Co. - 1949 to 1952:

Elk City, Oklahoma.

Personal Net Worth:

As at June 1984 this was in the region of 25 million U.S. dollars.
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CURRICULUM VITn.

Addrtss:

AJAY JKISHAN PURI

6 Derwent Houst, Stanhope Gardens, London SU7 SBJ

Indian

28 years

Marital Status: Karri td

EDUCATION

B. Com.(Hons) Degree Unlvtrslty of 0«1hi, India
197S

N.B.A.: Unlvtrslty of Dtlhl, India
1977

Chartered Accountancy: Institute of Chartered Accountants In England ft Hales;
Associate Master since February 1982

Professional Courses: Have attended various short professional sealnars on
Manageadnt, Taxation, Accountancy, Law and Cosnodlty
Trading subjects

EXPERIENCE

a) Industry: 1976 - The Delhi Cloth ft General Mills Co. Ltd.

Management Reporting and Financial Control, and the Head
of the 'Unit Control' section of the Textiles Division
of a major Indian Industrial conglomeration. Duties

Included analysis of financial statements. Inter firm
comparisons and monitoring liquidity and working capital.

b) Professional
Accountancy:

1977-1981 - Lever Brothers ft Co.
Berke Cohen Fine ft Co.
Benson Catt ft Co.

The audit of Industrial and service organisations of
various types and sizes, at various levels, as part of
training for Membership of the Institute of Chartered
Accountants; related Accountancy and Taxation work.

Cont ...
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CURRICULUM VITAE - MAY PURI (Cont ...)

b) Proftsslonal 1981-1982
Accountancy:

Post qualification exptrlanct for •pproxlatttly 1J ytirt
with < proftstloiul pnctlct, suptrv1t1n9 audits and
providing financial consultancy advlct.

c) Commodities * 1983 to data - Notan Trading I Invtstaants Ltd.
Financial
ruturts; U.K. raprtstntatlva of this Coapany slnco 1983.

This Coapany actively tradas In tht U.S. aarktts through
London broktrs. Tha Job antalls aonitorlng tht Coapany's
portfolio, liaising with broktrs on tha Coapany's accounts,
and suptrvlslng trading In accordanca with tha Coapany's
trading policy.
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Capital Conodlty Dealers LWfi - Shareholders - Cont ...

Shares ft II each

Mr. AJay Krishan Purl
77 South Audley Street
London W1Y 5TA

49,999 Shares SS

Miss Jant Carolina Cooke 1 Share
(Nominee for Mr. A. K. Purl)
17 Station Road
St. Paul's Cray
Orpington
Kent

Mr. Bob Magness 10.000 Shares IS
4725 South Holly
Englewood
Colorado 60111
U. S. A.

Sheikh Nattan Rashad Pharaon
'

10,000 Snares H
P. 0. Box 6474
Jeddah
Saudi Arabia

1,000.000 Shares 1001

Total Issued Capital: £1,000,000

FULLY PAID UP
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WHTINN TILI-COMM* .^CATIONS. INO.

i It, 1M4

Mr. AJay Purl
International Investment!
77 So. Audley Street
London W1Y «TA UK

Dw Mr. Purb

Enclosed herewith h the executed Capital
Application for 120,000 Ordinary Sham.

/te
Enel

VIA DHL COURISS
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g_ffl_ COWCOITT WMXM y_g_.

Full Naaa of Applicant! t*WT 9Q9BJ.

Nationality > MWCMI a~m Vf

JBSfcBSBB.

flQM— BUI B—

and Typa of
Appliad Fori ____) fflUntfT BllMl fit P Mdl

Anount Vald With
Application i BaftaflM

Aaount Xaaalnlag
To &a Paid Aa And
Calladi tm

OFFICE USZ ONLYi

Data Approvad! _________

Folio in Raartatav •
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AS WIIKHI tha hud of tha Mid
and tha hand of tha duly auchorlsad algna

Ml LAJUtY I MNULL
tura on bahalf of Fatan

Par Pro

PATEN HOLDINGS INC

AUTHORISED SIGNATORY
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The following aaeurlty la to bo proridodi

169,500 fully Paid Ordinary Sharae of Capeoa Financial Sarrlcaa Llaitad, of
9-13 St Andrav Straat, London IC4.
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AN AGREEMENT aade the 30th Oay of September 1988 BETWEENMideast

Financiers Limited of whost address Is 6P0 Box 211, Port Vila, Vanuatu

(hereinafter called "the Lender") In the one part and Mr Larry E Roortll

of 5823 South Kearney Street, Englewood, Colorado 80111. USA (hereinafter

called "the Borrower") In the other part

WHEREBY IT IS AGREED as follows:

1. The Lender will lend to the Borrower the sua of US Dollars 400.000.00

(US Dollars four hundred thousand only) (hereinafter called "the

Loan") subject to the tern hereof and to the provision of security

as hereinafter provided

i .i

2. The Lender agrees with the Borrower as follows:

(a) That the total liability of the Borrower In the repayment

of the loan and all Its accrued Interests Is strictly Halted to

the value of his shares In Capcoa Futures Inc. (an Illinois

Corporation) as specified 1n the appended schedule, together with

all Its dividends and Interests. The liability of the Borrower

shall extend also to all stock dividends, right shares and any

property accruing or offered at any time by way of redemption bonus,

preference option or otherwise.

(b) That the Borrower shall repay the loan and all accrued

Interests through the proceeds of the shares or their sale If

effected or otherwise et any time but no later than 31st December

1991.

A-01775
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(c) In case at Maturity date the loan or any part thereof hat

not been paid, the Lender shall have the right to tell the shares

deposited with him as security, to apply the proceeds to the amounts

due to him, and to pay the balance, If any to the Borrower.

(d) The Borrower shall pay Interest to the Lender on such part

of the loan as shall be outstanding from time to time at the rate

of one percent above the US Dollar call deposit rate of Nanufacturars

Trust Company, London, such Interest to be payable on the first

days of January, April, July and October 1n each year.

(e) For the purpose of providing security to the Lender for the

repayment of the loan and ill Interest on it, to enter Into the
Memorandum of Deposit In the form annexed hereto.

(f) To reimburse to the Lender all such costs that the Lender

may Incur In enforcing this Agreement or the Memorandum of Deposit

referred to above.

3. The Agreement should be construed 1n accordance with the laws of

England

AS WITNESS in the hands of the parties hereto

SIGNED on behalf of the Borrower

SIGNED on behalf of the Lender

A-01776
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SCHEDULE

The following security Is to be provided:

i .1

80,000 Fully Paid CommonShares of USS5.00 each of Capcom Futures Inc.,

an Illinois Corporation.

A-01777
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MEMORANDUM OF DEPOSIT

1. I Larry E Romrell of 5823 South Kiarnty Strict, Englewood, Colorado

80111, USA have this 30th day of September 1988 deposited with

and charged to Mideast Financiers Halted whose address Is PO Box

211, Port Vila, Vanuatu (hereinafter called "the Lender") the

securities mentioned In the Schedule hereto to be retained by the

Lender as a security for repayment to it of all money and liabilities

now or hereafter owing or Incurred to It from or by me under an

Agreement dated 30th September 1988 made between the Lender and

me together with Interest on all such debts and liabilities to the
i .i

basic payment, legal or other costs, charges and expenses

2. The charge hereby created shall effect and the security subject

hereto shall Include In addition to the securities mentioned in

the Schedule hereto any security substituted therefore and all

dividends or Interests payable or paid after the date hereof and

all stocks shares (and the dividends or interest thereon) rights

monies or property accruing or offered at any time by way of

redemption bonus preference option or otherwise to or In respect

of any securities hereby charged

3. Any dividends Interests or other payments which may be received

or receivable by the Lender In respect of any securities hereby

charged may be retained by It and held In suspense and If I shall

fall to pay further secure or satisfy to the Lender on demand any

money or liability hereby secured when the same shall be due they

may be applied by It as though they were proceeds of the sale

A-01778
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hereunder and the Lender My without further notice sell or dispose

of the securities hereby charged or any of then In such a manner

and for such consideration (whether payable or deliverable

immediately or by Instalments) as It My think fit and My apply .

the proceeds of sale In or towards this charge of the costs Incurred

therein and of the Money and liabilities hereby secured and shall

pay the residue to at or ay order

4. I undertake for myself and ay personal representatives from time

to time to execute and sign all Transfers, Powers of Attorney and

other documents which the Lender may require for vesting or enabling

It to vest the same 1n Itself or Its nominees or In any purchaser.
i .1

5. The Lender or Its nominees may exercise at Its or their discretion

In my name or otherwise at any time whether before or after the

power of sale hereunder has arisen and without any further consent

or authority on my part In respect of any securities hereby charged

any voting rights and all the powers given to trustees by Section

10(3) and (4) of the Trustee Act 1925 as amended by Section 9 of

the Trustee Investments Act 1961 1n respect of securities or property

subject to a trust and all powers or rights which may be exercised

by the person or persons In whose name or names the securities are

registered under the terms thereof or otherwise

6. Without prejudice to the rights and obligations hereby created any

dividends Interests or other money hereby charged which may be

received by me after the power of sale hereunder has arisen shall

be held In trust for the Lender and paid over to It on demand

A-01779
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7. The Lender may at all time, without discharging or In any way affect

ing the security hereby created:

(a) Grant to m or to any other person any time or Indulgence

(b) Deal with exchange release modify or abstain from perfecting

or enforcing any securities or other guarantees or rights which

it may now or hereafter have from or against M or any other person

(c) Compound with me or with any other person or guarantor

8. The security hereby created shall not be affected by any failure

by the Lender to take any security or by any Invalidity of any

security taken or by any existing or future Agreement by It as to

the application of any advances made or to be made to me

9. Any monies received hereunder may be placed and kept to the credit

of a suspense account for so long as the Lender thinks fit without
any obligation In the meantime to apply the same or any part thereof

In or towards discharge of any money or liabilities due or Incurred

by me to It. Notwithstanding any such payment, In the event of

any proceedings In or analagous to bankruptcy liquidation composition

or arrangement the Lender may prove for and agree to accept any

dividend or composition In respect of the whole or any part of such

money and liabilities 1n the same manner as If this security had

not been created

10. I and my successors 1n title during the continuance of this security

will pay all calls or other payments due In respect of any securities

A-01760
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subject hereto and In the tvtnt of default tht Lender may If It

thinks fit Make such payments on ay behalf. Any sum so paid by

the Lender shall be repayable by ae or ay successors In title to

the Lender on demand and pending such repayment will be a charge

on the securities and subject hereto

11. The restriction on the right of consolidating mortgage securities

contained In Section 93 of the Law of Property Act 1925 shall not

apply to this security

12. The security hereby created 1s in addition to any other guarantee

or security for the customer now or hereafter held from ae or

otherwise

AS WITNESS the hand of the said MR LARRY E ROHRELL and the hand of

the duly authorised signature on behalf of Mideast Financiers Limited

Per Pro
MIDEAST FINANCIERS LIMITED

Authorised Signatory

A-01781
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i

1) Old loan agreement

2) Hew loan agreement (2 copies)

3) Authority to pay dividends to Paten
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AS WITNESS the hand of tha Mid Mr. Larry E. Eomr.ll

and the hand of tha duly authorlaad aignatura en behalf of

Paten Holding! Inc.

Par. pro
PATEN HOLDINGS INC.

AUTHORISED SIGNATORY
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3. The Agreement should bt construed In accordance with the laws

of England

AS WITNESS In the hands of the parties hereto

SICKED on behalf of the Borrower

SICKED on behalf of the Lender
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STRICTLY PRIVILEGED & CONFIDENTIAL
PRODUCED FOR LEGAL ADVICE

WINTERWOOD, CHARLES HOWARD GROUP

I HISTORY AND BACKGROUND

The Winterwopd^harJes.Howa/d. borrower, group £grrjg£!ses three" I

^o^OilSt^r^n"tainecf.at.BCCI (Overseas) Grand Cayman: V**
"

^ej^o6^.rAssbBates^i400l458)
rFarms „ (11005616)

(11003523)

\ DeaTefs'Lftf (CAPCOlylJ. The role he played in each of the

Winterwood Associates
(Larry Romrell, Bob Magness.
Bob Saffetl)

Amigo Farms
(Larry Romrell, Bob Magness.
Robert Ehrlich)

Dr Charles Howard

Principal partner in a three partner
association developing property in
Colorado.

Principal partner in a three partner
association speculating on land in
Colorado.

Romrell was a partner in the Fox-
Romrell partnership which built the
holiday home in Vail, Colorado bought
by Dr Howard.

Moreover, fjpfflgtS 19a^aimngt^^
partnerships and Dr Howard look place through- Larry Romrell who acted>
alaruntermediary'.- there rarely being any direct communication with the
other partners or Dr Howard.

This arrangement becomes significant when considered in conjunction. with
the fact that the dffivg'oyyhSfen afl three" loans.were auyioosedJby£aa£aj-

ZjaBddfry^AKba/ 6r"M Saghir, of BCC1 Treasury.twhb we7e^key;offidals«afr
invoTyi^JoSdESSSl M « also, evident that fi5B3iMffi6BK8«5i
procedures were not fnllnwerl jrvgrArrting thegft ln^IC^nd^^^^Gjg^^
Akbar personally monitored the balances in the' early period to IS

There is also evidence from the documentation reviewed that CBjr£RofTveil
was. in contact with and often personally entertained AR KhaJil (see below
for further details).

•,-;..«!
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STRICTLY PRIVILEGED * CONFIDENTIAL
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WINTERWOOD, CHARLES HOWARD GROUP

Details available about the other borrowers include:

Dr Charles Howard • Medical Director of Houston Northwest

Medical Centre and a prominent personality in \

Houston.

Bob Magness • A wealthy Colorado businessman who runs a

cable communications empire and in 1987
reportedly had a net worth of $325 million.

Bob Saffeil - A successful real estate salesman in Colorado

who is credited with arranging the

condominium purchase for Winterwood

The involvement with Khalil is primarily historical, being prior to the granting

of the loan to Winterwood. The sequence of events was as follows:

May 1979 • AR Khalil purchases a residence 'Sea Dunes* in

Florida through Maram Trading Co.

Kerry Fox is given power to act on the purchase in

Khalii's absence. It appears that Fox knew Khalil in

Saudi Arabia during the 1970's when he was
involved with construction projects in the region.

It is interesting to note that Fox lived in Windermere.
Florida, USA, which is also the trading address for

Maram Trading Co and that in certain instances his
business address was the same as that of Maram
Trading Co.

May /June 1979 AR Khalil through Khalil Investment and Trading
Company SA purchases lots 42 - 50 of Lakeside
Village, Rockwall County, Texas from a Mr and Mrs

Banks. Although several attempts have since been

made to sen this property It appears to still be

owned by Khalil Investment and Trading Company,

and is being maintained by the Fox-Zinoia
Partnership (Kerry Fox and a EP Zinola)

3
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STRICTLY PRIVILEGED A CONFIDENTIAL
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W1NTERWOOD, CHARLES HOWARD GROUP

The property appears to be very unprofitable, not
having been let or told for several years and
incurring substantial maintenance charges, totalling
in excess of $200,000. These costs have been
borne by the bank and not recharged to Khalil

!and Trading Company.

In May 1990 in a memorandum to Fakhir Hussain at
Central Credit in London Mr Bands Hassan of BCCI

(OS) Cayman raised questions regarding why the
property had not yet been disposed. The matter
appears still to be under review.

- The Fox RomreH Partnership (Kerry /ox a
RonvenjjC^fosorpe $900,000 of BQ~-

1

build a house at Beaye^CVeek^yail,;(
(Larry^R6Wei!"s^)^equently Became a partner in
both Winterwood Associates and Amigo Farms.)

Upon completion this property was sold to Dr
Charles Howard for $2,100,000 with BCCI
(Overseas) Limited, Grand Cayman prqyk$pgjthe
loan for this ajgapuny p.Dtjypwand. f5*ectwetyjhe. *
Fox-Rpmf ell*beb't wjisjunslgiiedk)' Dr Howard. whh'/'l
jtfifbltnk poVreceivioo repayment of. the original f
TunoTngT?"

In addition to this historical connection with Khalil one other unusual link is
a series of transfers made out of and back into the Winterwood Associates
funding around the year end 1985.

Two amounts of $1 million were credited to this account from Bank America
international. New York prior to 31 December 1985. Subsequently, on
2 January 1986, one amount of $1 million was transferred to First Interstate
Bank favouring Larry RomreH and another of $1,018,750 transferred to
account number 01024628 of Mr AR Khalil with BCCI. Ziauddin Akbar and
K Muneer were involved in authorising both transfers.

The 01024628 account has been identified from our investigation into
treasury operations as a London treasury 'pool' account.

4
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IT BALANCE ANALYSIS SUMMARY

The balances outstanding on the three accounts of the borrower group, as ^

at 31 December 1990 were:

• Winterwood Amigo Dr Charles
Associates Farms Howard

$000 _SQQQ $ooo

Balance outstanding 3.791 • 293 2.460
Interest in suspense (1.007) (77) (746)
Provisions PBS) -

1.999 216 1.714

All exposure being funded.

For a detailed analysis of each account see Section ill.

Ill ACCOUNT SUMMARIES

Winterwood Associates Inc

31 December 1990

SQQQ

Account balance 3.791
Interest in suspense (1.007)
Provisions held (785)

1.999

"interest has been suspended since 1 January 1968. The original loan for
S2.1 million granted in January 1984 was for the purchase of 14

|condominiums in Colorado. We have not seen evidence to support either
ihe purchase or the purchase cost.

There have been 5 receipts on the account totalling $383,000, the last
being for $125,000 in March 1988. The remainder of the balance
comprises rolled up interest of $2,008,000 and charges of $43,000.

5
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WINTERWOOD, CHARLES HOWARD GROUP

Winterwood has for several years disputed the interest charged to the
account and complained of poor statements. The bank have decided that
the group has a substantiate claim and have agreed to reverse some
$414,000 of rolled up interest as at 30 June 1990, if the group resume
service ol the debt.

The provision of $785,000 was booked at 31 December 1989 in order to
bring the net outstanding to the level of personal guarantees given by the
three partners in the association, $2,030,000. However there is some
doubt as to the value of these guarantees (see IV Security Position).

Nature of lending and use of the account

The initial intention was that the Winterwood partnership would provide a
Deed of Trust on the 14 condominium units, to act as security for the bank.
This failed to materialise and as the enforceability of the personal
guarantees given is questionable, the lending could be considered to be
clean.

Review of account movements indicates that the funding is straight forward
and that the current balance is based on the original drawdown, some
repayments from the sale of one condominium and interest and service
charges.

Two unusual transactions wera noted:

(1) The statement for 30 September 1985 shows a balance owing of
$2,549,000 at the month end. However, the opening balance on the
October statement is shown as nil. and is followed by an entry on 10
October, back dated to 30 September, debiting the account
$2,554,000. Although not a significant net movement It does raise
questions regarding the integrity of the account statement system.

(2) There appears to have been some attempt to manipulate the account
balance at 31 December 1985. On both 16 October 1985 and 29
November 1985 amounts of $1,000,000 were credited to the account,
the transfers being from BCCI London Foreign Exchange (Treasury)
account number 4.85.86050 with Bank America International, New
York. The authorities for these transfers were signed by Saghir,
Ziauddin Akbar and K Muneer.
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Subsequently, post the year end, on 21 January 1985. an amount of
$1,000,000 was transferred out to the favour of Larry Romrell, via First

Interstate Bank of Denver account number 8513425 and a further

amount of $1,018,000 was transferred out to account number

01024628 of AR Khalil with BCCI. Again these transfers were

authorised by Zrauddin Akbar and K Muneer.

The involvement of Larry Romrell (Chairman of CAPCOM). Saghir and

Ziauddin Akbar (BCCI Treasury and CAPCOM) raises concern about the
nature of these transactions. There Is the possibility that the $2 million

movement through the account served a dual purpose:

(1) To suggest that the account was operative prior to the year end audit.

(2) To channel funds through to AR Khalil treasury 'pool' accounts. The
use of these accounts is discussed more fully in a separate report on

AR Khalil and the treasury division.

1 Further investigative work on Treasury operations will be required to

a ascertain the true nature of these transactions.

2. Interest and charges

Actual interest charged to the account during the seven years since the

original drawdown totals $2,008,000, at an average rate of 10.3%, This is

based on a 1% margin on LIBOR as quoted by BCCI. However Bob Saffell

of the Winterwood partnership was dissatisfied with the LIBOR rate quoted

by BCCI as he found this to be substantially different to those quoted by
US banks (varying by +3% to -2%).

After some communication Mr Sharaf Al Hassan of BCCI Grand Cayman
wrote to the partnership on 19 September 1990, agreeing to a recalculation
of interest, for the whole period of the loan, based on IMF rates. This

would result in a repayment of $414,000 of interest charges up to 30 June
1990.

The partnership have not however replied accepting this amount or

agreeing to the revised outstanding balance.

The account also includes $43,000 of rolled up service charges during the

life of the loan, after reversal of $83,000 of charges in October 1988.

7
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3* «gaShWBvel8gWent^

M^JtteQcock. and Mr Masud Naqvi, both of the
Miami office visited

CoToraoo^&Tneet with Larry Romrelt and Bob Magness on 5 December

1990 to discuss the lending to both Winterwood Associates and Amigo

Farms. The outcome of this meeting was that:

(i
) The Winterwood partnership would try to sen the remaining 13

condominiums within 90 days. i.e. by 7 March 1991.

(ii) I
f a reasonable offer was not obtained within this period, Winterwood

would effect Deeds of Trust in favour of BCCI for each condominium.

(iK) 'AH effort* would be made to settle the Amigo Farm debt

(iv) That the partnership would confirm their agreement to the recalculated

outstanding by 31 December 1990.

From recent discussion with the account officer in Grand Cayman, we

understand that Winterwood have not sold the condominiums, and further
that the bank is still awaiting confirmation by the partnership of their
acceptance of the recalculated balance outstanding.

4. Authorisations and facility approvals

The initial drawdown on the account of S2.1 million was authorised by

Ziauddin Akbar and Saghir, the amount being credited to Larry Ron-veil,

account number 8513425 of First Interstate Bank of Denver, on 18 January

1984. Evidence has yet to be seen that prior approval was obtained from
the Central Credit Committee - the earliest signed approval by the
Committee on file is dated October 1986.

With the exception of the flow through of $2 million in 1985 • 86 noted
above, there have been no other drawdowns or authorisations for transfers.
The latest Central Credit Committee approval obtained in August 1990 was

lor a facility renewal of $4 million to 31 December 1991.

5
.

gTaI?iggnTTTanM

It is apparent from correspondence reviewed that most communication
took place between Ziauddin Akbar. and-JSby -RomrM There is no
correspondence with either of the other partners.' Bob Saffell or Bob
Magness. It is conceivable therefore that if the account may have been

used for 'unusuaf purposes, of which the other partners were not aware.

8
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From drawdown in January 1984 to May 1986 the statements were sent to
M Saghir in London, and therefore it is possible that the Winterwood

partnership did not receive these. This may also have been the case from
June 1986 to April 1987, when the statements were addressed to Mr Razi \
Ali at the Cayman desk in London under the name of Sheikh Kamal Adham
and Gad, although no connection has been found with these borrowers.
Statements subsequent to that date do not have a 'send to' address on.

In light of the fact that Bob SaffeR did not notice the overcharging of interest
until 1989 and that one of the main reasons given by the partnership for not
servicing the debt was the poor record of statement receipt, the handling of
statements remains questionable.

Balance confirmations

No recent confirmations of balance on the account were found. It would
appear that as a result of the poor receipt of statements and the dispute
over interest charges the partnership have been reluctant to agree the
amount notified by the bank.

AMIGO FARMS

31 December 1990
SQQQ

Account balance 293

Interest in suspense £77J

216

A $300,000 facility was originally granted to the Amigo Farm partnership in
June 1984, with an initial drawdown of $50,000. This was repaid In
December 1984 and a further amount of $150,000 was drawndown in May
1985.

The facility was granted to enable the partnership of Larry Romrell

(Winterwood). Bob Magness (Winterwood) and Bob Ehrlich to purchase
farmland of 260 acres in Milliken, Colorado. Subsequent to the drawdown
in May 1985, there have been no other drawdowns or repayments. The
present account balance comprises $150,000 principal, $140,000 interest
rolled up and $3,000 charges.

9
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STRICTLY PRIVILEGED & CONFIDENTIAL
PRODUCED FOR LEGAL ADVICE

WINTERWOOD, CHARLES HOWARD GROUP

1* Nature and use of the account

No documentary evidence could be found on the Res that the land was
ever purchased. In (act, the two amounts drawndown of $50,000 and
$150,000 would appear to be highly irregular round sum amounts given the
intended use of the facility.

The known connection between Larry Romrell, as Chairman of CAPCOM
and M Saghir and Ziauddin Akbar, would suggest that the funds may have
been used as payments to Romrell or for other irregular purposes.
However, evidence or acknowledgement of such use could not be found.
The Treasury investigation presently underway may provide further insight.

The only security the bank would appear to have is a blank guarantee
signed by the three partners in June 1984.

2. Interest and charges

The current outstanding includes $133,000 of rolled up interest which
equates to approximately 11% over the period of the loan. As with the loan
to Winterwood Associates, the partnership has questioned the LIBOR rate
used in interest calculations by BCCI and as a result the bank have agreed
to refund $30,000 of interest, based on the balance at 30 June 1990.

Other account charges amount to $3,000.

3. Recent developments

Recent correspondence regarding the account has been remarkably
sparse, and often takes the form of an after thought in communication
concerning the much larger Winterwood Associates debt. As the loan is
effectively dean lending, the bank has little leverage. There is no cross ken
between this debt and the possible security afforded in the case of the
Winterwood loan, by way of the condominium properties.

h At the meeting which took place between Mr Hancock of BCCI Miami, and
i partners Larry Romrell and Bob Magness on 5 December 1990, it was
\ agreed that the partners would review the situation and make "all efforts* to
jsettle the debt in full.

10
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STRICTLY PRIVILEGED & CONFIDENTIAL
PRODUCED FOR LEGAL ADVICE

WINTERWOOD, CHARLES HOWARD GROUP

4 v Authorisation and approval

Authorisation for the initial drawdown was given by M Saghir. The earliest .

signed approval is dated October 1986 and suggests a facility of $168,000.

As the facility is not large there is no formal Central Credit Committee

approval. . ,

5. Statement handling and balance confirmation

This mirrors exactly that of Winterwood Associates. An correspondence,

except in recent times, took place between Ziauddin Akbar and Larry
Romrell. Since late 1989 Fakhir Hussain has been the main contact at the

bank.

From drawdown to May 1986. statements were sent to M Saghir, and

subsequently between June 1986 and April 1987 to Mr Razi Ali at the
Cayman desk in London. The statements do not have addresses after this

date.

Customer correspondence again indicates that statement receipt was poor.

Balance confirmations by the partnership were not found during the

documentation review.

Charles Howard

31 December 1990
SQQQ

Account balance
Interest in suspense

1714

Interest on this lending has been suspended since 1 January 1988.

2.460
(746)

11
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WINTERWOOD, CHARLES HOWARD GROUP

The original loan made on 8 February 1983 comprised:

1000

Assumption of Fox-RomreO debt
New moneys lent

Amount lent 2UQQ

Note to Vail Beaver Creek Realty 100

2J22'

The purpose of the loan ($2 million) was to purchase a property at Vail,

Beaver Creek, Colorado.

This included Dr Howard assuming two loans extended to the Fox-Romreil

partnership of Kerry Fox and Larry Romrell, who It would appear were the

developers of the property. These loans comprised:

SQQQ

793

ns

BOB

(A further Fox RomreB debt $554,000. account number 11003216. was also

paid off two weeks later, although no connection has yet been found with

Howard or Winterwood.)

A total of $1,288,000 was subsequently received on the account, the last

repayment being $685,000 in November 1986. Under the original terms of

the lending the loan was for a fixed period of 6 months, repayable in

August 1983. Fun repayment was never obtained, although Howard made

a repayment of $524,000 in September 1983.

fit would appear that Dr Howard •who had several property investments •

{was badly affected by the real estate collapse in the region, following dose

-^rpon the oil problems in neighbouring Texas.

No provision has been booked against the debt to date, the last valuation

provided by the bank estimated the property to be worth $2,590,000.

909
1021

11002248 Fox Romrell
11002931 Fox Romrell

12
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STRICTLY PRIVILEGED & CONFIDENTIAL
PRODUCED FOR LEGAL ADVICE

WINTERWOOD, CHARLES HOWARD GROUP

Nature of tending and use of account

The initial impression obtained from a review of the account is that lending
is secured on property, where repayment was satisfactory in the early
months but the debtor subsequently defaulted due to personal hardship as
a result of market conditions.

The account however has certain unusual aspects:

(1) The level of correspondence with Or Howard is surprisingly low for a
debt of this magnitude and term. Moreover, up until 1990
communication regarding the loan was made through Larry Romreil, a
partner of Winterwood Associates and Chairman of CAPCOM.

(2) In addition to utilising $909,000 of the initial drawdown to repay Fox
Romreil loan accounts in Grand Cayman, the remaining $1,091,000
was credited to BCCI SA Leadenhall Street, London. The implication is
that Leadenhall Street transferred the funds to Bank of Vail Colorado,
account number 509183 of Trans America Title Company. This is a
slightly unusual routing.

(3) In its early years the account appears to have been personally looked
after by Ziauddin Akbar of the Treasury Division (as with other loans in
this borrower group) rather than a member of the Credit Department.

(4) There is a poor level of documentation supporting the numerous
drawdowns, often for round sums of hundreds of thousands of dollars,

totalling $1,288,000. received in the early months of the account.

(5) Two credits, one of $75,000 and another of $100,000. were received in
September 1984. A handwritten letter from Dr Howard indicates that
he had remitted the $75,000 in December 1983 and the $100,000 in
May 1984. Ziauddin Akbar replied suggesting the delay was due to
Bank of America. New York not informing BCCI of the beneficiary.

In view of Akbar's close involvement with CAPCOM, and the possibilities of
payoffs to Larry Romreil and other individuals involved with it

,

the use of
this account remains questionable until a clearer picture of the Treasury
operation emerges.

13
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s* A possible scenario may weB be that the property was sold to Howard for

$1. 091 ,000 and the remaining $908,000 was a write-off of Fox Romrell debt

or for use by treasury, which Howard consented to include in his debt on a

nominee basis. In fact if the repayments received in the early months

totalling $ 1,288.000 were assumed to be servicing a debit of $1,091,000

and not $2,000,00, the resulting balance on the account would be almost

ni.

If this were the case then Dr Howard may consider that he has repaid the

debt, and the outstanding may not be recoverable.

3. Recent developments

During 1990 Fakhir Hussain was in frequent contact with Dr Howard to

obtain repayment of the debt. This culminated in August 1990 with a

request from Fakhir Hussain that Howard provide evidence that he had

been satisfactorily maintaining the property, had paid all fees and taxes,

had obtained proper insurance cover and was genuinely attempting to sell

the property.

These documents were duly received and after review by T Hancock of
BCCI Miami, who had been closely involved with the Winterwood

Associates debt, the bank decided to extend the repayment date to 30

September 1991. This decision was primarily based on the improvement in

property prices and business in the Beaver Creek. Colorado area last year.

4. Authorisation and approval

Authorisation for both the initial remittance of $1,091,000 and the

adjustment of the two Fox-Romrell accounts totalling $908,000 was

provided by Ziauddm Akbar. The $1,091,000 transfer was also authorised

by K Muneer. There have been no subsequent drawdowns.

The earliest Central Credit Committee approval found was dated 5 February

1983 and sanctions a loan of $ 2 million up to 28 February 1986. The latest

extends a facility o>S2.250.000 to 31 March 1991.

14
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5. Statement handling and balance confirmations

From drawdown to May 1986 the statements were sent to Ziauddin Akbar. \
and as with the other accounts in this borrower group Raza All at the
Cayman Desk in London received the statements from June 1986 to April
1987, under the names of Sheikh Kama! Adham and A Gad. although there

does not appear to be any connection with these other borrowers. Given
the low level of correspondence with Howard, it is difficult to ascertain
whether he actually received the statements.

Confirmations of balances for audit purposes signed by Howard were not
found in the documentation reviewed, however recent correspondence
indicates that he recognises the debt.

IV SECURITY POSITION

The current security available on the three loans is as follows:

Winterwood Associates

A personal guarantee signed by the three partners, Larry Romrell, Bob
Magness and Bob SaffeD.

There is some doubt over the enforceability of the guarantee given that
details have been left blank. However, legal advice sought from external
lawyers Holland and Knight and BCCI's own internal legal department
■suggest that an intention to construe a guarantee probably could be
proved.

When the loan was initially granted the intention appears to have been to
obtain Deeds of Trust on each of the 14 condominiums. However due to
the urgency of the financing this was overlooked.

Recently the bank has been pressing Winterwood to effect Deeds of Trust
for each of the remaining 13 condominiums, and in December 1990 it was
agreed that if the properties had not been sold by 7 March 1991,
Winterwood would commence such a procedure. We understand that the
sale has not occurred and that the bank is currently re-evaluating its
position.

Winterwood stated, at the December 1990 meeting, that the best recent
offer they had for the property was $1.7 million. This would imply that a
further $300,000 would need to be written-off the debt.

15
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« Amtgo Farms

The only security available for this debt is again a blank personal guarantee

form singed by the three partners, Larry Romrell, Bob Magness and Robert

Ehrlich. External legal advice sought by the bank suggests that It is

probable that an intention to construe a guarantee could be proved.

As Bob Magness appears to be a wealthy businessman, whose

connections include Ronald Reagan and Ed Koch (ex mayor of New York),

the guarantees could prove of good 'nuisance' value at the very least.

Charles Howard

Three forms of security were obtained prior to the granting of the $2.1

million facility to Dr Howard:

(1) A mortgage over the property at Beaver Creek, Vail,
Colorado, being

purchased by Dr Howard.

(2) A mortgage deed over a second property
• a duplex at Potato Patch.

Vail, Colorado • owned by the Fox Romrell partnership.

(3) A personal guarantee of $2,000,000 from Dr Howard.

The second of these securities, the mortgage over the Fox-Romrell duplex

was arranged by BCCI because Howard refused to invest any of his own

money in the purchase of the house. However under the terms of this

mortgage, the security was to be released upon receipt by BCCI of
$400,000 against the lending. As a repayment was made to the account o(
$500,000 in September 1983, BCCI were forced after some legal pressure
from lawyers representing the Fox-Romrell partnership to release the

Mortgage Deed over this property In 1990.

With regard to the other securities, legal advice sought from Holland and

Knight and BCCI's own legal department concluded that:

(1) The legal language of the mortgage deed over the Beaver Creek
property appears to be English Law and therefore its enforceability

may be questionable under Colorado State law. However, the bank is

likely to be able to show that there was an intention by Dr Howard to

create a security interest in favour of BCCI.

16
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(2) The personal guarantee does not add significantly to the security
provided by the mortgage, although It will have some nuisance value \

Dr Charles Howard's net worth was quoted as $46.5 million in 1989. and an
independent valuation of the property in 1989 placed a price of $2.59
million.

V PERSONNEL INVOLVED IN BCCI

Listed below are the BCCI officials involved in authorising and supervising
the Winterwood, Charles Howard group of accounts over the period ol their

existence and the roles they played:

Ziauddin Akbar • The main official involved with the Winterwood
Associates. Amigo Farms and Charles Howard lending.
Close connections with Larry Romrell (though CAPCOM)
and previously with Kerry Fox (of American
Telecommunications Corp) in funding Fox-Romrell
construction and Fox-Zinola partnership.

M Saghir • Close contact with Larry RonveH (through CAPCOM)
and involvement in the authorisation of initial drawdowns
on these borrower group accounts.

K Muneer • Authorising officer, usually as a second signatory, on
early lending and transfers. Worked for Ziauddin Akbar
in Treasury Division.

Fakhir Hussain • Credit Officer for these accounts from 1989 to late 1990.
directly corresponding with Larry Romrell and Charles
Howard to try to obtain repayment or service of debt.

Bande Hassan • Involved in 1990 in reviewing and monitoring recovery of
the debts at the Cayman end, where the accounts are
located.

Masud Naqvi • Credit officer at BCCI (Overseas) Grand Cayman now
responsible for the loans.

Jamil Khan • Involved with Fox-Zinola partnership in the rental of the
Lakeside property in Texas, for Khalil Investment and
Trading Company.

Saraz Khan/ - Involved with Fox-Zinola partnership in rental of Lakeside

Saralaraz Khan property.

17
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VI SUMMARY OF RECOVERY POSITION

The recovery position on the three loans is dependent to a large degree on
the connection with Treasury financing and AR Khalil accounts.

Considering the accounts individually the Amigo Farms and Charles
Howard loans appear to have a greater probability of being Treasury
related and therefore recovery on these may be limited or even nil.
However, if the Charles Howard loan is bona fide then recovery could be
substantial based upon the property's value and the mortgage in force. In
contrast, recovery on the Amigo Farms loan maybe doubtful, although the
personal guarantees will have nuisance value. •

The Winterwood debt appears to look more hopeful. Although the best
offer for the property falls shod of the outstanding by $300,000, utilisation of
the initial drawdown for Treasury purposes appears less likely. Given the
recent general upturn in the US economy, if Deeds of Trust are effected for
the condominiums, recovery of the debt may well be possible.

VII PROPOSED FURTHER WORK

(1) It will be necessary to dearly identify Larry Romrell's connection with
the activities of CAPCOM and whether drawdowns from Winterwood
wern through his own personal account at First Interstate Bank of
Denver and on to Treasury at BCCi.

(2) Obtain independent valuations of both the Winterwood and Charles
Howard properties.

(3) Obtain an update on the success of recent attempts to sell the
properties by Winterwood and Howard.

(4) Obtain confirmations from the parties concerned of their liabilities.

(5) Obtain local Colorado legal advice regarding the enforceability of the
personal guarantees (and mortgage in the case of Charles Howard).

18
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AMERICAN
TELECOMMUNICATIONS
CORPORATION

January 29, 1987

FEDERAL EXPRESS AIR

Nr. Ziauddin Akbar
22 3asing Hill
Gclders Green
Lender., England NW11 STK

Thank you very -uch for the time we were able tc
spc'.c together when I visited Londcr. last week. I

particularly enjoyed our pleasant evening together the
right we had dinner with your far.ily.

The discussion we had on the possibility cf
listing your cor.paiiy on NASDAQ and the possibility c:
ty assisting you in taking your company public was -est
enjoyable . There is no question that a company that
r.as shown three years of profit, as you have, would
have a very substantial market valuation. There are
so-£ things that you would have to do to accomplish
:.-.is arc I would be glad to help you when you are
ready. There is probably no better time than the
present, given the condition of the U.S. and foreign
stctk -arkets this past month. Perhaps this would have
sc_.e bearing on your decision as to when this would be
-cs: appropriate.

I have taken the liberty of enclosing a draft of
the invoice which Mr. Marshall Swartwood needs from you
for the funds that were remitted to you last July. You
can either use the form I have attached or have it
retyped on your own personal or company stationary.
Then sign the invoice and send it directly to Mr.
Swartwood in the envelope I have provided.
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Mr. Ziauddin Akbar
January 29, 19S7
Page Two

3 hsv? s'^tw' r.ri hit noC-r\z3~ h"*'" rh.
Promissory Note for S25C,0G0 U.S. Dollars and the
Warrant for 50,000 shares of ATC stock, which I showed
to you during our last meeting.' As soon as you return
from Cairo, I would appreciate your transferring the
5250,000 to me: in Dallas, for the account of ATC. My
secretary. Kitty, will be in touch with you to detail
how this -ay best be accomplished. Once we receive th
funds, the completed Note and Warrant will be Federal
Expressed tc you at your home address. These will be
originals, r.c: copies, and should be kept in a safe
place. Kitty ■.."ill keep copies of these documents in
her file here in Dallas, should you ever need the-.

I sincerely appreciate ycur continued interest in
American Telecommunications Corporation and your
willingness tc support us with your loan at this time.
1 look forward tc meeting with you again at the
earliest cpportur.i zy.

Sincerely ,

Kerry R. Fox

KRF : kk
Enc 1osures
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- AMERICAN S
TELECOMMUNICATIONS :
CORPORATION -- !

February 5, 1987 £
"

.FEDERAL' EXPRESS

Mr. Ziauddin*Akbar .' % I'
Futures- Advispry Services ^Limited
jFAS House $ : ~£ V- .
-$07 Grays Im£Road \ j[ ' t- ~
'.London,; England WC1X 8TZ? 1 •

fci.-V "Dear MrV.Akbar: r f ; f • i s.r

V !■*?•. .r: Thank you for calling back this morning when you"
j .found- 1; was at home ill. /Hopefully I -will only have -to
*. .' be out of the-^office one or two more days. • ■ i. - .

■'. " -l Confirming our telephone .'conversation of this"
:
" -'- morning bottuthe Promissory Note in the amount of.
: - $2 50,000.00 u)s. Dollars and the "C" Warrant for the

purchase of Fifty Thousand (50,000) shares of American
;
'
Telecommunications Corporation stock at $3.00 (U.S.)

: per share for"; a period of. three (3) years, will how be
made out in the name of Futures Advisory Services ■*

• ". Limited, as you requested,:" £■ .? . : : 3
"
'.

i ' ' I am enclosing a copy, of /the revised Promissory r ~
Note which I [think will answer all of.-your questions '-

'

■ ; . regarding the-Promissory Note. As I indicated to you

: • earlier, I have shown the_'Promissory Note to be due and
payable on June 1, 1988 or;, upon the receipt of proceeds

: by the Company from any public: offering and sale of the
Company's securities. This will permip us to carry « -
this Promissory Note" in the long" term ^section of our
bait
shows
percent ;

ls rromissory note in tne long term ^section or. our
Lance- sheect Also note cthat*- the Promissory Note; '£/;'
jws interest accrued at'ran annual rate of seven £

rctntf(7%).« - *■ f '-. a ; ; .- x

3 t

THE MADISON BUILDING • 1 585"lDALLAS PARKWAY • SUITE 1120 • DALLAS, TEXAS 75248 • PH. (214)934-9500

57-961 0-92-20
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Mr. Ziauddin?Akbar
February 5, 1987
Page Two j

When you/send your check, in the amount of I ? f ? ■¥
r$25O,OOO.O0 (U.S.-. Dollars ) , made payable to: American'
^Telecommunications Corporation, please send the .check ,
to: Kerry Fox, c/o American Telecommunications": \ J }
"Corporation, |15851 Dallas ^Parkway, Suite 1120, Dallas ,

''

jTexas.. U.S.A^e 75248, I will-.; then. send both the |' v. i
.completed Promissory Notef'and'i Warrant ito you by -.return"
Federal-"' Express mail'. 3 ;■. . ? r » t i -~
%. f i-. t \ \ ■ \i i
[■£ I sincerely appreciate your continued interest and
support;- of American Telecommunications7 Corporation and
.look forward ito talking to you soon. ~: I. '- <- '■"

3
k*

KRFrkk ; * _ . 2 :

Enclosure (Copy of proposed Promissory- Note )
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THIS NOTE HAS NOT EN REGISTERED UNDER THE SECUR! 'S ACT OF 1933, AS

AMENDED, OR THE SECURITIES LAWS OF ANY STATE AND CahNOT BE TRANSFERRED

OR SOLD WITHOUT REGISTRATION UNDER APPLICABLE FEDERAL AND STATE

SECURITIES LAWS OR THE AVAILABILITY OF AN EXEMPTION THEREFROM
SATISFACTORY TO THE COMPANY AND ITS COUNSEL. THE HOLDER OF THIS WARRANT
ACKNOWLEDGES THAT THIS WARRANT WAS ACQUIRED SOLELY FOR INVESTMENT AND

NOT WITH A VIEW TOWARDTHE DISTRIBUTION HEREOF.
vl

AMERICAN TELECOMMUNICATIONS CORPORATION

UNSECURED PROMISSORY NOTE

February , 1987

FOR VALUE RECEIVED, the undersigned AMERICAN TELECOMMUNICA

TIONS CORPORATION, a corporation organized under the laws of the
Province of British Columbia, Canada (the "Company"), hereby promises to
pay to FUTURES ADVISORY SERVICES LIMITED (the "Payee"), the principal
lawful money of the United States of America. The entire principal
balance of this Note, with interest accrued at an annual rate of seven
percent (7%), shall be due and payable on the earlier of (1) June 1,
1938, or (2) the receipt of proceeds by the Company from any public
offering and sale of the Company's securities.

The principal amount of this Note is prepayable, without
premium or penalty, at the option of the Company, at any time and from
time to time in whole or in part.

All payments by the Company on account of principal cf cr
interest or. this Note shall be made by check a: the principal office cf
tr.e Company, upon presentation of this Note for notation hereon cf such
payment (or if such payment represents the final payment, whether at
maturity or otherwise, of this Note, upon surrender of this Ncte for
cancel lation) .

There shall occur an "Event of Default", if the Company shall
default in the payment of any installment of principal or interest on
this Note when the same shall become due and payable and such default
shall continue for more than 30 business days after the Company has
received notice of such default.

If an Event of Default shall occur and shall not be cured, or
begun to be cured, as the case may be, within the applicable grace
period set forth above, then the Payee may, at his option, by notice to
the Company, declare the entire unpaid principal balance of this Note,
and all unpaid accrued interest thereon to be due and payable, and upon
the receipt of such notice by the Company, the same shall become due and
payable forthwith.

COP
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All notices and other communications hereunder shall be
sufficiently given to the Company if, in writing, sent by first
class certified or registered mail, return receipt requested,
postage prepaid, to American Telecommunications Corporation,
15851 Dallas Parkway, Suite 1120, Dallas, Texas 75248,
Attention: Mr. Kerry R. Fox, President, or to such other officer
of the Company as it may designate in writing to the Payee, with
a copy thereof to Messrs. Greenberg Irwin t Weisinger, P.C. ,
Attn: Stephen Irwin, Esq., 540 Madison Avenue, New York, New York
10022. All notices or other communications hereunder shall be
deemed given when received by the addresses thereof or its
authorized agent.

IN WITNESS WHEREOF, this Note has been duly executed
and delivered by the duly authorized officers of the Company.

AMERICAN TELECOMMUNICATIONS
CORPORATION

BY:
Kerry R. Fox , President

[Corporate Seal]

ATTEST:

Signature

flame Printed

0 2/AMTEL4

-2-
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AMERICAN
TELECOMMUNICATIONS
CORPORATION

June 3, 1987

Ms. Debbie Burden
British Columbia Securities Commission
Province of British Columbia
Superintendent of Brokers .
865 Hornby Street
Suite 1100-
Vancouver, British Columbia
Canada V6Z 2HA

RE: Mr. Syed Ziauddin Ali Akbar
22 Basing Hill
Golders Green
London, England NW11 8TH

FILE NO. C65265

Dear Debbie:

Thank you for your time and patience in discussing
Mr. Akbar's FORM i* Application Filing as a Director. I
am enclosing a copy of the paperwork Mr. Akbar sent to
me for your files .

Per the Commission's memo dated March 24, 1987,
(also enclosed), Mr. Akbar is providing the following
information :

(1) FORM A, Page 1 - Address for Service:

American Telecommunications Corporation
999 West Hastings Street, Suite 900
Vancouver, British Columbia, Canada V6C 2W2

ATTN: Wendy Bottomley

THE MADISON BUILDING • 15651DALLAS PARKWAY • SUITE 1120• DALLAS, TEXAS 75248• PH. (214)934-9500
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Ms. Debbie Burden
Superintendent of Brokers
Vancouver, British Columbia
June 3, 1987
Page Two

(2) FORM A, Page 2 - Item 7.B)

Mr. Akbar has answered "no"

(3) FORM A, Page 2 - Item 8.B)

Mr. Akbar has answered "no"

(4) FORM U, Page 3 - Iter. 12. B)

Mr. Akbar has answered "yes".
EXPLANATION: Mr. Akbar is currently a
member of the Board of Directors of
American Telecommunications Corporation
in Vancouver, British Columbia.

(5) FORM A, Page U - Item 14. A)

Per our telephone conversation you said
thar your supervisor said that this ire-
did not require an explanation as you
could readily see thac he had worked for
a bank.

Debbie, if any other information is required, plea
let r.e know. I enjoyed talking with you today.

KK/
cc: Ziauddin Akbar
Kerry R. Fox
Wendy Bottomley
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AMERICAN
TELECOMMUNICATIONS
CORPORATION

KERRYR. FOX
d*mi« 0'm bo.

June 15, 1988

TAX" TRANSMISSION

Ziauddin Akbar
Futures Advisory Services Limited
F.A.S. House .
107 Grav's Inn Road
London,' England WC1X STZ

Dear Mr. Akbar:

Thank you very much for making available the
S100.000 to American Telecommunications Corporation,
which we received last week. I particularly appreciate
your working with my secretary, Kitty, to find the
"lost" monies for us.

As both Marshall Swartwood and I have mentioned tc
you. we are working with at least three organizations
to do a long term financing program which we believe we
will be able to arrange within the next three to six
weeks. Unf ortua tely , these things always seem to take
substantially more time than you first expect, so I
would once again ask you if, at this time, you would be
willing and able to advance ATC the additional monies
you and I talked about .

Instead of the $150,000 I had initially
forecasted, an additional $100,000 would be the amount
needed as we have been somewhat successful in
collecting some of our older past due accounts which
makes it possible for ATC to meet its obligations this

I fully realize that you only promised to consider
a second loan but I am now asking you if this would be
possible. As I stated in my earlier letter to you of
May 5, 1988, you would accrue interest on the total
obligation at a rate of ten percent (107.) per annum, I

month .

THE MADISON BUILDING • 15851DALLAS PARKWAY • SUITE 1120• DALLAS, TEXAS 75248• PH. (214)934-9500
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Ziauddin Akbar
June 15, 198S
Page Two

would not ask you for any additional funds in the
future and ATC would begin repaying these loans
sometime during the latter part of this year. I
further assure you that I will not ask that you convert
this debt to equity.

For the month of May we will actually show our
first operating profit and we expect that June will
show a bottom line modest profit as we go out of this
fiscal year. Since our fiscal year ends in June, we
will most likely write-off a number of items such as
obsolete inventory and uncollectable receivables as we
go through our annual audit. This will clear the books
and start us off on a good, strong, profitable vear
starting July 1, 1988.

I sincerely appreciate your continued help and
support of ATC and I will give you a call within the
next few days to see if you will be able to help us
with this cash flow shortfall.

Very truly yours ,

Kerry R.

KR7 : kk

F.S. Incidentally, Ray Cottrell and I met in Toronto
to discuss the matter you and he recently discussed.
Ke presently plans to visit London on or about June 30
and would hope to see you at that time.

i
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/hte_
AMERICAN
TELECOMMUNICATIONS
CORPORATION

June 27, 1988

TAX" TRANSMISSION

Mr. Ziauddin Akbar
Futures Advisory Services Limited
F.A.S. House
107 Grav's Inn Road
London,' England WC1X 8TZ

Dear Mr. Akbar:

I have been unable to reach you by telephone so
hope this "fax" finds you well and back in England

■ -ATC's Board of Directors has granted you another
Warrant for 50,000 shares of ATC stock in recognition
cf the 5100,000 loan you sent to ATC earlier this r.onth.
I need to know who loaned ATC the money, i.e. Capcom,
FAS or yourself personally, so that I may type the
Promissory Note and the Warrant.

I am going into the hospital Wednesday morning
and will be out of the office for several weeks, so
I would appreciate getting this information no later
than tomorrow so I can get these items typed while I
a- at home recuperating.

Thank you so much for getting me this information
and I will look forward to talking to you again, probably
when I get back in September.

KK7

THE MADISON BUILDING • 15851DALLAS PARKWAY • SUITE 1120• DALLAS, TEXAS 75248• PH. (214)934-9500
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AMERICAN
TELECOMMUNICATIONS
CORPORATION

KERRYR.FOX

September 30, 1988

"FAX" TRANSMISSION

Mr. Ziauddin Akbar
Futures Advisory Services Limited
F.A.S. House
107 Gravs Inn Scad
London, England WCIX 8TZ

Dear Mr. Akbar:

I art happy tc report that ATC has mace a pre;.,
for the first time, in the month of July. I am
er.clcsing a copy cf a forecast I recently prepared
which shows that we expect to achieve approximately S2
million in crcfit, before taxes, this vear on sales cf
about SI 3. 5' million.

While my estimate for July was 510,000 better, line
profit, we actually achieved S12.000 profit. Certainly
this is not a large profit, but is a substantial
improvement over ATC 1s past performance.

I a- also enclosing a copy of the billing reccrds
fcr our new credit card ("0-") service that we
initiated earlier this year. As you can see, we are
currently billing at a rate of approximately $80,000
per week which repesents an annualized figure of
approximately SA million.

Our business continues to expand and we have made
arrangements to obtain equipment financing through
several of our transmission car ' " '

-oe -
problem today is cash flow.

In looking at the enclosed billing analysis you
will see that we have billed a total of $1,685,521.24
since we began the 0+ service. The billing agency that
handles this for us is like a Visa or MasterCard
clearing house/billing organization. The agency bills
our telephone calls back to the home telephone number
of the person who makes the call. For example, if I

THE MADISON BUILDING • 15851DALLAS PARKWAY • SUITE 1120• DALLAS, TEXAS 752*6• PH. (214)934-9500
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Mr. Ziauddin Akbar
September 30, 1988
Page Two

were to make a call from a hotel in California, my call
would be billed to my hone telephone number here in
Dallas and I would receive the charge on my telephone
bill from Southwestern Bell Telephone Company. This
system for collecting the money for the telephone call
is almost foolproof because the person making the phone
call must pay his phone bill or the local telephone
company will terminate his telephone service.

The drawback with this type of service/collection
process is the length of time it takes for ATC to
receive the monies. As an example of this, ATC has
billed SI . 685 . 521 . 24 since the 0^ service began but
only received approximately $500,000 of this amount.
The reason for this is that the billings expand as the
business grows but the time lag in the billing/
cci lection process remains the same. In other words we
ere penalized for growing insofar as cash availability
is concerned.

. We are talking with several banks about a
receivables financing program end I an sure that as
seen as we can report a first quarter profit this
process will become much easier. In the interim, and
with your assistance, I would like to look into the
possibility o: arranging a line of receivables
financing with one of the companies or banks that you
ere associated with in London.

We would like to establish a credit line, based on
our accounts receivable, and which would be
collateralized by the assignment of ATC's total 0*
receivables due and payable from the Bell System credit
card clearing house, the collateralization of these
accounts receivable is accomplished by assigning the
total proceeds from this clearing house (which today
totals SI ,685,521 .24) less the approximate $500,000 ATC
has already received. Of course, this SI. 6+ million is
still growing at an approximate rate of $85,000 per
week. We are looking at a credit line that would equal
90% of the outstanding receivables, at any given time,
but at no time would it exceed $1.5 million.

ATC submits billing tapes to its credit card
clearing house on a weekly basis and the clearing house
then gives us a detailed weekly summary showing all
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Mr. Ziauddin Akbar
September 30, 1988
Page Three

amounts accepted for billing. This summary plus any
other information as to the status of this working
capital funding arrangement, would be made available on
a weekly basis.

I feel certain that ATC can provide any lending
organization with full and complete legal rights to
these receivables which will assure the repayment of
any funds made available, through a legal and binding
"Collateral Assignment of Revenues" agreement.

To compensate any lending organization that would
finance these receivables, ATC would be willing to pay
ar. interest rate of up to two points over prime on all
outstanding balances. Additionally, ATC would propose
tc grant a substantial number of non-callable three
year warrants for ATC common stock at a price at or
slightly beiow current market price.

While you might think this receivables financing
approach unusual, it does have merit and will
substantially improve ATC ' s ability to grow. The
profit potential we project for this fiscal year makes
the warrants offered an upside profit potential.

I will give "you a call on Monday to see if you
~ight know of a bank or financial organization in
Europe that we could contact to further explore such a
financing profra-. Thank you for your continued
support of ATC.

KRF : kk
Enclosures (2)
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ATC
ZERO BILLING ANALYSIS

OAN

Date Month
Submitted Revenue Minutes Booked

5/16/88 $94,292. .13 157,932.4 MARCH
5/25/88 $136,111. .33 230,996.4 APRIL
5/20/88 $118,833. .19 230,651.0 MAY
5/26/68 S51 ,186. .32 63,747.1 MAY
6/03/88 $43,152. .03 64.552.8 MAY

6/10/88 $61,410, .50 91 ,565.7 JUNE
6/17/88 $85,106. .27 125,134.8 JUNE
6/24/8S $82,599. .24 • 124,028.3 JUNE
7/01/88 S76.563. .44 113.525.1 JUNE
7/05/ES • $55,696. .81 79,998.5 JULY
■/ 2s 1E £ S99,24i. .64 14*., 190. 9 JULY
7722/88 S67.004, .36 128.033.5 JULY
7/:9/se S63.094. .56 127.603.6 JULY
8/05/55 $75.691 ,.53 116.615.8 AUGUST
£ / 12 / £5 S76,560. .76 116 .669.4 AUGUST
E/lS/SS $73,718. .95 113.376.6 AUGUST
6/26/68 $95,622. .37 146.132.8 AUGUST
S/C2/66 S69.753. .21 106.026.9 AUGUST
9/09/65 553,494. .13 85.077.7 SEPT
9/16/55 £51.063. .75 126 .630.6 SEPT
9/23/55 SS3.321. .72 141 ,190.7 SEPT

TOTAL SI ,665,521 ..24 2,660,671.6

RAP : dmk
9/27/88
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AMERICAN TELECOMMUNICATIONS CORPORATION

PRELIMINARY FORECAST - FY' 89

■SALES PBT

July 695K 10K

August 74SK 36K

September 81 7K i'K

1ST QUARTER 2.260K 11 jK

October 893K Sit:

November 958K !22-:

December 81 7K V7K

2ND QUARTER 2.66SK "CK

2KD QUARTER 3.5COK 5 5CK

-TH QUARTER 5 ,OOOK 1 , OQOK

13.428K 1.933K
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11 /8/88

RE: ZIAUDDIN AKBAR

Shares of Stock Owned :

150,000

30,000

177,102

Promissory Notes Due:

5100,000 (6/1/89)

warrant s Held:

50. CC0

50,00 0

Warrants (not issued):

25 ,000

Owned By :

ZASK (street name)

ZASK (street name)

FAS (conversion of debt)

Owned By :

ZASK

FAS

ZASK

Akbar

KRF:kk
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Jn AMERICAN

/LJ || || TELECOMMUNICATIONS

//mm\ || IL-— CORPORATION

TELECOPIER TRANSMITTAL MEMO

DATE: "»y 17, 1990 '
| K^e.^

FROM: Kerry R. Pox / - VT^ o ^

President — ^

ATC'S Telecopier Number is: 214-680-8884

££ . I a'1'" call ye* tcr-rrc* -:rr.ir,; after yc^ ►.ave -.ai a :'=r:e

r« . <e« tie attaches.

PLEASE DELIVER IMMEDIATELY

Number of pages including this transmittal nemo:

/
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AMERICAN
TELECOMMUNICATIONS
CORPORATION

June 11, 1990

Futures Advisory Services, Ltd.
c/o Kr. Ziauddin Akbar
F.A.S. House
107 Gray's Inn Road
London, England WC1X 8TZ

Gentlemen:

Please refer to the terms of the certain American
Telecommunications Corporation C Redeemable Warrant dated February
12, 1987 granting you the right to acquire 50,000 shares of the
Common Stock of American Telecommunications Corporation
(hereinafter referred to as the "Warrant").

This letter will confirm to you that the above described
Warrant is hereby amended to provide that the exercise price for
the shares purchasable thereunder shall be $0.36 per share and the
expiration date shall be extended to April 27, 1955. Other than
as specifically amended by this letter agreement, all other terms
ar.d provisions of the Warrant shall remain in full force and
effect.

If the terms of this letter accurately set forth the terms cf
cur agreement with respect to the Warrant, please execute this
letter in the space provided and return one copy to the
unders icned .

Title: o> j £. C_T-£ ft

1001SOUTH SHERMAN STREET • RICHARDSON. TEXAS 75081-4899• PH. (214)690-9200

Sincerely,

AMERICAN TELECOMMUNICATIONS
CORPORATION

AGREED TO AND ACCEPTED
this \^>\. day of June, 1990

FUTURES ADVISORY SERVICES, LTD.
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jOririP TELECOMMUNICATIONS

Jwn II |L-CORP0RATION

December 2, 1988

"FAX" TRANSMISSION

TO: Mr. Ziauddin Akbar

FR: Kitty Keeley

TO CHANGE THE OWNER OF THE PROMISSORY NOTE:

This is like endorsing a check. I have typed up an example
which is attached. First, get the original Promissory Note
that I sent to you. Second, on the last page of the Note
put the date. Third, write in the name the Note is 'payable
to'. Fourth, sign the Note on behalf of ZASK. Fifth,
you have to put in your 'title', i.e. what is your position
with ZASK.

That's all there fs to it.
Kerry hope to pay off some of this Note by the end of this
year. At that time ATC will formally notify you chat we
wish to make a partial payment. At that time, you will have
to send me the original Note and I will then re-issue a new
Note to you for the remaining amount and I will make out
the Note to whoever you want.

TO CHANGE THE OWNERSHIP OF. REGISTERED STOCK:

Marshall Swartwood's office is sending this paperwork to you
today by DHL courier mail . They said the paperwork would be
self-explanatory. Any questions you have on this should be
directed to Marshall Swartwood.

THE MADISON BUILDING • 15851DALLAS PARKWAY • SUITE 1120• DALLAS, TEXAS 75248
• PH. (214)934-9500
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THIS NOTE HAS NOT BEEN REGISTERED UNDER THE SECURITIES
ACT OF 1933, AS AMENDED, OR THE SECURITIES LAWS OF ANY
STATE AND CANNOT BE TRANSFERRED OR SOLD WITHOUT
REGISTRATION UNDER APPLICABLE FEDERAL AND STATE
SECURITIES LAWS OR THE AVA I I.AIU LITY OF AN EXEMPTION
THEREFROM SATISFACTORY TO THE COMPANY AND ITS COUNSEL.

AMERICAN TELECOMMUNICATIONS CORPORATION
UNSECURED PROMISSORY NOTE

June 9, 19HH

FOR VALUE RECEIVED, the undersigned AMERICAN
TELECOMMUNICATIONS CORPORATION, a corporation organized
under the laws of the Province of British Columbia,
Canada (the "Company"), hereby promises to pay to 7.ASK
INVESTMENT AND TRADINC COMPANY (the "Payee"), the
principal of ONE HUNDRED THOUSAND DOLLARS ($100,000 U.S.)
in lawful money of the United States of America. The
entire principal balance of this Note, with interest
accrued at an annual rate of ten percent (107.), shall bo
clue and payable on the earlier of (1) June 1, 1989, or
(2) the receipt of proceeds by the Company from any
public offering and sale of the Company's securities.

The principal amount of this Note is
prepayable, without premium or penalty, at the option of
the Company, at any time and from time to time in whole
or in part.

All payments by the Company on account of
principal of or Interest on this Note shall be made by
check at the principal office of the Company, upon
presentation of this Note for notation hereon of such
payment (or if such, payment represents the final payment,
whether at maturity or otherwise, of this Note, upon
surrender of this Note for cancellation).

There shall occur an "Event of Default", if
the Company shall default in the payment of any
Installment of principal or Interest on this Note when
the same shall become due and payable and such default
shall continue for more than 30 business days after the
Company has received notice of such default.

If an Event of Default shall occur and shall
not be cured, or begun to be cured, as the case may he,
within the applicable grace period set forth above, then
the Payee may, at his option, by notice to the Company,
declare the entire unpaid principal balance of this Note,
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and all unpaid accrued interest thereon to be due and
payable, and upon Che receipt of such notice by the
Company, the same shall become due and payable forthwith.

All notices and other communications hereunder
shall be sufficiently given Co Che Company If, In
writing, sent by first class certified or registered
mall, return receipt requested, postage prepaid, to
American Telecommunications Corporation, 15851 Dallas
Parkway, Suite 1120, Dallas, Texas 75248, Attention:
Mr. Kerry R. Fox, President, or Co such other officer of
the Company as it may designate In writing to the Payee,
with a copy Chereof Co Messrs. Creenberg, Irwin &
Welslnger, P.C., Attn: Stephen Irwin, Esq., 540 Madison
Avenue, New York, New York 10022. All notices or other
communications hereunder shall be deemed given when
received by the addresses thereof or its authorized
agent .

IN WITNESS WHEREOF, this Note has been duly
executed and delivered by the duly authorized officers of
the Company.

AMERICAN TELECOMMUNICATIONS
CORPORATION

(Corporate Seal)

ATTEST :

Signature

Rose A. Patrick
Name Printed

Assistant Secretary
TTtTe

DATE:

PAYABLE TO:

ZlauaaXn Akbar
ZASR INVESTMENT & TRADING COMPANY

i (President ) (Owner ) (
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STATEMENT OF WITNESS

NAME: Larry E. Romrell
ADDRESS: 5823 South Kearney Street

Englewood, Colorado 80111

I currently hold the following offices:

President/Director WestMarc Communications, Inc.
Director United Artists Entertainment

I have been with the parent company, Tele-Communications, Inc. for
approximately 30 years.

I met Mr. Ziauddin Akbar in 1981 when, he came to Denver
representing Shiekh A. R. Khalil to investigate the lease or lease/
purchase of a home which a partnership I was involved with had
built in Vail, Colorado. At that time, Mr. Akbar was employed by
the Bank of Credit t Commerce International in London.

Through this first introduction my partner and Z, Kerry Fox,
investigated the possibility of construction loans through the
bank. Mr. Akbar was instrumental in setting up two separate
construction project financings through BCCI for myself and Mr.
Fox.

During our negotiations and pay-off of these accounts, we found Mr.
Akbar to have the utmost integrity, living up in every way to his
commitments to us.

At a later date, Mr. Akbar asked if I would be interested in
joining him in a new venture which would be involved in the
commodities market. He presented a business plan which represented'
a reasonable return on the required investment and I agreed to
invest with him. The business was CAPCOM Financial Services in
London.

During my business dealings with Mr. Akbar, I found him to be a
trustworthy and forthright person. Mr. Akbar was very desirous of
following and being in compliance with the applicable laws and
policies of the U.K. and the United States.

I believe him to be a very religious person, as well as a good
father and husband. Mr. Akbar tends to be a rather shy and
introverted person. I find that he does not completely understand
the English language when spoken too quickly, and often times
during a conversation with him I would have to have him repeat
himself because of his native accent.

A-06904



My association with Mr. Akbar over the past several years has been
a very wars and friendly relationship. I have always found him to
be very honorable and I have the utaost trust and faith in his
judgement. His business and personal ethics are above censure.

A-06905
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THE CAPITAL FUND

FINANCIAL STATEMENTS — 30 SEPTEMBER 19S6

TOGETHER WITH MANAGERS' AND AUDITORS' REPORTS
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THE CAPITAL FUNu

MANAGERS' REPORT

FOR THE PERIOD ENDED 30 SEPTEMBER 19S6

We are pleased to present the annual report on the affairs of The Capital Fund '

("the Fund"), together with the financial statements and auditors' report, for th-

period ended 30 September 1986.

RESULTS FOR THE YEAR

As you are all aware, the Capital Fund commenced trading on 1' January 19S6 with a:
initial subscription of USS 10,000,000.00.

We are pleased to advise you that the net asset value of the Fund as on 30

September 1986 stood at USJ 10,8SS,970 representing a net increase in its value of

8.89* (1 1.857. annualised), compared with interest rates over the sane period whicf

averaged 6.50*.

Over the past nine months, the stock, bond and currency markets have all been
exceptionally volatile. We feel, however, that we have managed to realise a

reasonable rate of growth for the Fund even in these extreme conditions. In the

future we hope to better past performance without necessarily detracting from our

conservative approach.

DIRECTORS OF THE FUND AND THEIR INTERESTS:

The directors who served during the period are as shown below-

K.R. Fox (appointed 2 July 1985)
M. Davies (appointed and resigned 2 July 1985)
C.J.R. Stein (appointed end resigned 2 July 1985)

The directors who held office at 30 September 1986 had no interests in the

preference share capital of the Fund.

Directors' remuneration during the period was nil.



AUDITORS:

The directors will re-appoint Arthur Andersen & Co. as auditors for the ensuing
year. .....

P.O. Box 10A3
Crand Cayman Islands
British West Indies

Capital Management Services

19 December 1986



630

To the Members of THE CAPITAL FUND:

We have examined the balance sheet of THE CAPITAL FUND (a company incorporated in

the Cayman Islands) as of 30 September 1986 and the related statements of

operations and changes in financial position for the period then ended. Our

examination was made in accordance with generally accepted auditing standards and

accordingly included Such tests and other procedures as we considered necessary in

the circumstances.

In our opinior., the financial statements referred to above present fairly the
financial position of THE CAPITAL FUND as of 30 September 1986 and the results of

its operations and the changes in its financial position for the period then ended,

in accordance with generally accepted accounting principles.

19 December 1986
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THE CAPITAL FUND

RESOLUTION IN WRITING OF THE SOLE DIRECTOR PURSUANT TO ARTICLE 160 OF THE ARTICLES
OF ASSOCIATION OF THE COMPANY.

I, che undersigned, being che duly appointed Alternate of the sole director of
The Capital Fund ("the Company") hereby:-

APPLICATIONS FOR PARTICIPATING REDEEMABLE PREFERENCE SHARES ("SHARES")

1. NOTE that pursuant to the Company's Offering Memorandum dated 14th October,
1985, the following applications for Shares had been received by Capital
Management Services Limited ("the Managers"):

Applicant No. of Shares Subscription
Applied for Monies

Mr. S.P. Sethi 90 $ 90,000
Mr. Sabahuddin Khan 100 $ 100,000

Mrs. R. Siddiqi 60 $ 60,000

Mr. M.A. Rasheed HO $ 110,000
Lindar Ltd. 60 $ 60,000

Consolidated International Securities Inc. 145 $ 145,000

Mr. H.L. Thapar 75 J 75,000

Mr. Sultan Adham 120 S 120,000
Mr. Faisal Adham 120 i 120,000
Miss Sara Adham 120 $ 120,000

Miss Nadia Adham 120 i 120,000
H.E. Sheikh Kamal Adham 120 J 120,000
Mr. E.E. Eljawhary 125 $ 125,000
Mr. Abbas Eljawhary 125 $ 125,000

Mr. Nasser Eljawhary 125 $ 125,000

Mrs. Hoda Abdel-Karim 120 t 120,000
Mr. Mamoon Eljawhary 120 t 120,000

Notan Trading and Investment 600 $ 600,000

Zask Investments and Trading 2,345 $ 2,345,000

Paten Holdings Inc. 1,200 $ 1,200,000
Mr. Razuiddin Akbar 4,000 $ 4,000,000

TOTAL 10,000 $10,000,000

2. NOTE the contents of a letter dated 16th January, 1986 from BankAmerica
Trust and Banking Corporation (Cayman) Limited in Grand Cayman confirming
that the subscription monies in respect thereof have been received.

3. RESOLVE

(a) That all such applications be accepted In full and that Shares be
Issued Co the applicants pursuant thereto; and

(b) That the Managers be instructed to arrange for the Issue of the
relevant Share Certificates, by letter In the form annexed hereto.
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2.

SHARE CERTIFICATE

4. NOTE Che form of the Participating Share Certificate determined pursuant
to Resolution 18 passed on lfcth October, 1985, a copy of which Certificateis annexed hereto.

Dated this day of June, 1986.

Signed:
MohammadSaghir

Duly appointed Alternate for
Kerry Roy Fox
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THE
CAPITAL
FUND

Month End July 1987

Initial Investment on 1 Jan 1986 $1000

Value per share at dose of business month end July 1987 $1217.50.

Cumulative return to date 21.75%

Annualised return to date 14.73%

Return in last 12 months 19.13%

Capital Fund Share ferformance Versus ftrformance of a cumulative monthly dollar deposit

UOIMONTMtNO
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Report on trading activity for July 1987

The market appears to perceive a re emergence of inflation, with tome indicator* being
aupportive of this view i.e. oil prices doubled in a year; base metali up 9% in a month;
US consumerprices up 5.5%aruuialieadover the first 6 monthsand double digit percentage
rises in money supply and bank loans in a dozen OECD countries. Therefore the Fund
concentratedon buying base and precious metals and buying currencies on the basis of
poor US trade deficit figures and political uncertainty in the US as evidenced by Irangate
and the Naval build up in the Gulf.

In addition we were of the opinion that bonds were due to decline as yields rose, thus the
Fund made several quick trades shorting the bonds.

Unfortunately, most of these successeswere counterbalanced by running short positions
on Stock Indices In reality very-solid buying of blue chip stocks,oil stocksand the transport
sector has led to new highs being reachedon the SAP almost daily. As a small sop to the
lossesin th SAP market the Fund has run somesuccessful,but small, buy wnte programmes
is L'S Equities 'Buying the stock snd writing call options).

Review of future prospects

We still believe that with the narrow breadth to the market and the classic signs of the
end of the bull run such as take-over mania, small investor buying and the very size of
the bull run that US stocks must react downwards. Therefore the Fund will buy long term
deep out-of-the-moneySAP put options looking for a major correction

With inflationary fear* still apparent we shall remain long of base and precious metals.
We feel the absolute downside on Silver is 650c per oz, potentially rising to 1200cper oz.
On currencies,the dollar may stagea rally, the worst ofthe abortterm political and economic
news now appearing to be past. The Fund is long of Deutachemark put options

With regard to Bonds, we feel beahah in the long term, looking for yields to rise in the
last quarter. But in the abort term the Fund will be looking for s small corrective nse
to the levels of mid July (91 on September) before selling again.

On UK Government Gilts the picture looks the same as bonds. The Government is s seller
at levels just above 119 and provided there is no weight of foreign buying we shall sell
Guilts on a rally.

T H I
Theseart tbc viewsof ih« Fund Managersat tbettawof writing, but anyvi»w§
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THE CAPITAL FUND

SUMMARY

Thefotowmginformationb derivedfromthefuftextoftheOfferingMemorandaandshoidbereadr coniunctontherewith.

TheFund

Repose

InvestmentOtyectM

InvestmentHey

Br

Denominator,trxSMinimumInvestment

\kiabon

IssueandRedemption

Dividends

Charges

p) Into/Charge

(i
) ManagementFee

(a
)

FlatFee

(b
)

hcenbcFee

(5
)

BrokerageFee

TheFund 6 anopen-endedinvestmentcompanyestabksnedr theCaymanIslandsand
empoweredunderandsubject to thetaws o

f

theCaymanIslandsto issueandredeem it
s

ownpreferenceshares.

T
o providea meanswherebyinvestorsmayparticulatein a mariagedportfofoconsisting,

rrterate. o
f

commodityandfinancialfutures,preciousandothermetals,stocks,bondsand
securities,currenciesandcashinstruments,andoptionsor any o

f

theforegoing

T
c provideinvestorswithashgh a cipita!growthaspossiblethroughtheprudenttradingo
f

futures,options,metals,currencies,securitiesandcashinstruments

Diversificationo
f

nskthrough,use o
f
a spread o
f

nvestmentsanduse o
f

optionsstrategiesto

maximsegrowth

TheFundsuffersnotax n theCaymanIslandson it
s

investinertrcomearidrealisationso
f

capitalgains.Wahotfnjtaxmay b
e imposed b
y

certainjurisdictionsupondividendsand
merestreceived b

y

theFundonsecuritiesanddeb!ott^ationsheld b
y

theFund n such
jurisdictions.

ParticipatingSharesaredenominatecr
,

US.dollarsandthemmmuminitialrvestmentwi

b
e

J50.00C(inclusiveo
f

theManager'smtialcha-ge] e a holdingof 50 ParticipatingShares.

TheParticipatingShareswil b
e

valuedmonthlyas a
t

theclose o
f

busness in Chcago
normalyonthelastbusinessday o

f

eachmonth.

PartictatingSharesmay b
e

issued o
r

redeemednormalyor-thefrstbusnessday o
f

each
month.

It s notanticipatedthattheFundwi paydrvidends.A
l

rjofttsonrivestments(whether
incomereceiptstf capitalgains)wfll b

e

remvestedr accrjrdancewiththeFund'saim of

achievingmasmumcapitalgrowth

Amaxmjmof4.71XoffundsrTvested

3
% perannurs o
f

NetAssetValue,chargedmonthiy

chargedmonthly a
t

therate o
f

15% o
f

theprofits o
f

theFundrr^ on its investmentsin the
precedingmonthAnylossfromaneartermcrthsearnedbwdunB exhausted.

$1750percontracttraded
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:

RepsteredOne;

P.0 Box1W3.GranoCaymaaCaymantods. BrushWestIndies

Director
Mr.KerryRoyfa. Winoermere.Oriando.Fionca.USA

ADMINISTRATION

Administrator
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OBJECTIVEANDNVESTMEMPOLICY

TheobjectiveoftheFunds torealiseagrowthraten netassetspersharefromnvestmemsr futures,options,metals,currencies,bonds,
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Apdcyofprudentnskredjctortnroug4-theuseofoptionsandthespreadofcapitalmtodifferentmstnjmentswJ bepursued.

Investmentswillbepmcipafyn financialandcommodityfuturesandoptions,preciousandothermetals(includingmetalfuturesandoptions),

currencies,cashstocksandothercashsecuritiesandstocksandbonds.

Wheretransfers areplace:wfcbrokersoutsidetoePrincipalBroker'sselfcleanngabilities,placementwitonlybemadetrwu^.brokersof

repute

Therwstmentsofthefundare,ofcourse,subjecttomarketfluctuationsandtotherisksinherentm a
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investments.It shouldalso b
e
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futuresmarketsit often of a particularlyvolatilenature.Therefore,it is possiblethatthepnce of ParticipatingSharesmay go downaswellas up

DIVIDENDPOLICY
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t
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e

reinvestedandconsequentlyit wl not b
e
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f theDirectorsto recommendthatdividendsb
e

decked
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CAPITAL MANAGEMENT SERVICES LIMITED

WRITTEN RESOLUTION OF THE DIRECTORS PURSUANT TO

REGULATION 77 OF THE NEW ARTICLES OF ASSOCIATION
OF THE COMPANY

We, the undersigned, being all the Directors of Capital Management, Services
Limited, ("the Company") pursuant to the said Regulation 77 hereby:

Post -Incorporation Matters

Previous proceedings

1. NOTE the contents of the Minutes of:-

(a) A Meeting of the Subscribers of the Company held on 27th June 1985 at
which D.C-. Bird and G.J.R. Stein were appointed the first Directors of
the Company.

(b) A Meeting of the Directors of the Company at which Cayhaven Corporate
Services Limited was appointed Secretary of the Company, Messrs. Stein
and Bird resigned as Directors and Paten Holding Inc. and Zask
Investments and Trading Company Limited were appointed Directors.

(c) A resolution of the Shareholders of the Company dated [ ]
October 1965 whereby Paten Holding Inc. and Zask Investments and
Trading Limited were removed as Directors and Dr. Franz Pucher and
Utilr Rov Fox were appointed Directors.

Incorporat ion

2. NOTE that the Company was formed on 25th June 1965 and registered as an
exempt Company in the Cayman Islands on 26th June 1985. A copy of the
Certificate of Incorporation is annexed hereto.

Assistant Secretary

3. RESOLVED that Dr. Franz Pucher be and he is hereby appointed Assistant
Secretary of the Company . -

Official Seal

4. RESOLVED that the Seal an impression
of which appears opposite this resolution
be and it is hereby adopted as the
Official Seal of the Company for use
in Liechtenstein.

Registered Office

5. NOTE that the Company was incorporated with its registered office at P.O.
Box 1043. George Town, Grand Cayman and RESOLVE THAT such arrangement be and
it is hereby approved.
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Bankers

6. RESOLVE that be and they are hereby appointed
Bankers for the Company.

Auditors

7. RESOLVE that Arthur Andersen £ Co., Chartered Accountants, of 1 Surrey
Street, London WC2 be and they are hereby appointed Auditors to the Company at
remuneration to be agreed.

Legal Advisers

6. RESOLVE that:-

(a) Messrs. Coward Chance, Solicitors, of Royex House, Aldermanbury
Square, London EC2, be and they are hereby appointed Legal Advisers to
the Company in England; and

(b) W.S. walker 6 Company of Swiss Bank Building, George Town, Grand
Cayman, be and they axe hereby appointed Legal Advisers to the Company
in the Caymar. Islands.

And that such Legal Advisers be paid their usual professional charges for
services rendered to the Company from time to time.

Directors' Interest

9. NOTE that by virtue of his directorship of The Capital Fund, Mr. Fox was
to be regarded as interested in any contract made with The Capital Fund.

The Capital Fund ("the Fund")

A greements —

10. RESOLVE that the following agreements be executed on behalf of the Company
in the form annexed hereto: -

(a) A Management Agreement between the Fund and the Company;

(b) An Investment Adviser's Agreement between the Company, Futures
Advisory Services Limited and the Fund;

(c) An Administration Agreement between the Company, Cayhaven Corporate
Services Limited and the Fund.

Investment Adviser's Agreement ("Adviser's Agreement")

11. Note that by Clause 5 of the Adviser's Agreement, Futures Advisory Services
Limited shall comply with all reasonable instructions of the Company in
carrying out its duties under the Adviser's Agreement, such instructions to be
given on behalf of the Company by any person duly authorised and RESOLVE that
Dr. Franz Pucher be and is hereby authorised to give instructions on behalf of
the Company to Futures Advisory Services Limited.
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Offering Memorandum .d Verification Notes

12. NOTE the form of Offering Memorandum proposed to be put out by the Fund
and the Verification Notes relating to the statements of fact and opinion
therein contained and NOTE in particular that certain of such statements are
expressed to be verified by the Company.

13. RESOLVE that, the Directors being satisfied with the accuracy of such
statements , Mr. Fox be and he is hereby authorised to sign a letter in the form
annexed hereto confirming such accuracy to the Director of the Fund.

—

Fees of the Fund's Director

14. NOTE that the Articles of Association of the Fund provide for the fees of
the Director of the Fund to be determined by the members of the company and
RESOLVE that Kerry Roy Fox be and is hereby authorised to sign on behalf of
the Company a consent resolution in the form annexed hereto fixing such fees at
U.S.S per annum.

Dated the day of October 1985

Dr. Franz Pucher Kerry Roy Fox
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PREDRGANI2ATI0N SUBSCRIPTION AGREEMENT

WHEREAS, it is proposed to organize under The Illinois Business
Corporation Act of 1983 a corporation to be known as CAPITAL COhMODITY
DEALERS (USA) INC.; and

WHEREAS, the aggregate number of shares which the corporation shall
be authorized to issue is 1,500,000, with only one class. The

designation of each class, the number of shares of each class, and the
par value, if any, of the shares of each class, or a statement that the
shares of any class are without par value, are as follows:

Class Series Number of Shares Par value/share

Cannon None 1,500,000 NPV

.Whereas it is proposed that the said corporation shall be organized
for the purpose of any and all acts permitted under The Illinois Business
Corporation Act of 1983 and for such other purposes as the incorporators
may determine;

NOW, THEREFORE, we, the undersigned, severally subscribe for the
number of shares of said proposed corporation set opposite my name, and

agree to pay therefor $10,00 per share.

All subscriptions hereto shall be payable at such time or times as
the director or directors may determine; and shall be paid in cash,

except as hereinafter indicated.

Any one or more of the subscribers or their attorney may act as

incorporators of said corporation and may execute and file articles of
incorporation containing such provisions not inconsistent herewith as

shall be deemed advisable by them.

A-00461
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Separate copies of this agreement may be signed with the same force

and effect as though all signatures were appended to one original
instrument.

Dated the May 17, 1985.

Name and Address Number of Shares Amount
Subscribed For Subscribed

Capital Commodity Dealers, $410,000
Limited

ZASK Trading and Investments, 45,000
Ltd.

$4,100,000

450,000

450,000Mohammad Saghir 45,000

To be paid for in cash.

CAPITAL CttttODITY DEALERS, LIMITED

By:_
Ajay Puri,

ZASK TRADHf^AND INVESTMENTS, LTD.

Saghir

A-00462
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WHTIRN TILI-COMMUNICATIONI, INC.

June 8, 1984

Mr. Ajay Puri
International Investments of Securities Ltd.
77 So. Aucfley Street
London W1Y 5TA UK

Dear Mr. Puri:

I am enclosing herewith the Capital Commodity Dealers Limited Share Application
Forms which are fully executed by Mr. Magness and myself. I am also enclosing, at
your request, a brochure on Western Tele-Communications, Inc. which, as you
know, has recently been dividend out to the TCI shareholders as a separate
company.

In addition, I am sending you some information on a company named Beehive
International. The purpose of this transmittal is that they are, as you can tell from
the June 7 letter to me, interested in selling their building to an investor. They
would then lease the building back on a ten year lease agreement with options. I
believe, if we were interested, we could structure a leaseback which guaranteed no
additional cost to the investors over the lease term from maintenance, capital
improvements and possibly even increased interest rates based on LIBOR or prime.
As you can see from the letter, their Corporate Secretary and General Counsel is
my brother. I believe with his inside information, we could make a reasonably
attractive deal on this building. As you can tell from the enclosed literature, it is
in a very nice industrial park located next to the airport in Salt Lake City. It
occurs to me that with your increasing investments in the United States, you may
need tax shelters like this building in order to shelter your UJS. profits. If you have
an interest, please let me know.

We have researched alternate voice and data carriers to the U.S. from London. It
appears that MCI is not yet in service to Europe as they had earlier announced.
They intend to provide service to Europe later this year. We find that a company
named American is providing alternative service to British Telecom at rates they
say are 30% - 50% lower than the British Telecom/Bell combined service. In order
to get specific information on their services, please call Mr. Guy Stackpull at 836-
2449 in London. He will quote you specific rates which will include a one time
installation charge and monthly service. After receiving his quote, please compare
it with your current services to be sure that he in fact has a 30% - 50% discount.
If you would like to have me analyze his charges, please send me a copy of his
quote and your current charges for communications use and I will give you my ideas
on the matter. If I can give you any further information, please let me know.

A-001

. CENTER
wglu_r>-«ne STATDN OENft/ER CCXCAAOO I
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Mr. Ajay Puri
June 8, 1984
Page 2

Note that I have enclosed an address change card for WTCL We will be moving to
a building very near to TCrs offices effective July 1. Our telephone number is on
the enclosed card as well as our address. We will have a telex and telecopier
facility and I will forward these numbers to you as soon as we obtain them. We
will, of course, be collecting mail from both addresses for a period of time. If you
have any questions on any of the enclosed information, feel free to contact me.

Best personal regards,

Larry Romrell

/te

Enclosures



646

Senator Kerry. Each of your agencies became aware of this
entity, Capcom, at some point in time. But I take it you really only
got a sense of urgency about it after the indictment. Is that accu
rate?
Dr. Gramm. That is correct.
Mr. Early. I would say, on behalf of the Board of Trade, as I said
we had questions, serious questions, about some rule violations
prior to that. But certainly once we found out about the indict
ment, that intensified all reviews and concerns.
Senator Kerry. Now Capcom U.S. was incorporated and came on
the scene in 1985, which means that for 3 years prior to the indict
ment they were doing routine business on the exchange, correct?
Mr. Beyer. They did become members in 1985, and we had con
ducted audits between 1985 and 1988. However, there was no in
stances of any type of money laundering or any other type of ille
gal activities that we could find.
Senator Kerry. Well you had conducted audits in 1985, 1986,
1987, 1988, and so forth, but Mr. Early says that in 1988 when they
started to scrutinize this they did not have adequate records and
were not able to substantiate their deals. How could you have had
an adequate audit in those prior years?
Mr. Early. Can I respond just with respect to the reference that
I had made to inadequate documentation. You have, I think, and
you may have just introduced some of it, independent auditor's re
ports from London, from Coopers & Lybrand, from Arthur Ander
son, and from Peat, Marwick, and McLintock, which is the London
affiliate of Peat, Marwick and Mitchell here.
Those were the independent audit reports which came in in 1988,
in the fall of 1988 and in early 1989, which for the first time con
firmed to us the disarray of records. I think that our experience
with Capcom was that they did a very good job of cloaking the dis
array and the background ownership nominees who may have been
truly accountable for accounts prior to that date. And when we au
dited, we audited for specific violations of exchange rules. I believe
that the Peat Marwick report may have been the first that was a
true fraud audit that was sought to be conducted with respect to
Capcom.
Senator Kerry. What is the worst thing that the Mercantile Ex
change can do to somebody who violates the rules or process?
Mr. Beyer. We can expel them from membership of our ex
change and fine them almost an unlimited amount of money, in
that we can fine up to $250,000 per offense and you can certainly,
in a case like this, come up with just about as many offenses as the
firm would have had money.
Senator Kerry. Were they so fined?
Mr. Beyer. No. Actually, what we did was that in this particular
case we fined them $500,000 and effectively they were expelled
from membership.
Senator Kerry. Did you make a criminal referral?
Mr. Beyer. We had been in contact with the CFTC at all times
during this particular matter, and actually we found no instances
ourselves, as I said, that we could prove of money laundering or
drug trafficking. All of those instances and allegations had been
made against its affiliated entity, Capcom U.K. We were aware
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that the CFTC, however, was having discussions with other entities
and would have relied upon that contact.
Senator Kerry. Ms. Gramm, what would you now say about this
entity called Capcom? Given what we now know about it and what
you have been able to discern, how would you describe it?
Dr. Gramm. Immediately upon hearing of the indictments we did
look at all the trading activity of Capcom U.S. during that time
frame. It was a relatively small, smaller than average company,
with not many customer accounts, and unremarkable in its trading
activity during that time period.
As a result of our extensive review, however, we did identify
some cash transactions in one of their accounts that was not sup
ported by futures trading activity, and passed that information on
or made that information available to other law enforcement offi
cials.
In terms of finding trading violations or Commodity Exchange
Act violations that perhaps could support money laundering, we
did not find any discernible pattern except for these cash transac
tions which we did make available to other law enforcement activi
ties. So I would say that in hindsight it still looks like a company
that, during that time period, had a certain amount of activity, and
a certain amount of customer accounts. But no one has been able
to—at least other law enforcement officials have not been able to
find money laundering in Capcom U.S., to our knowledge, as of
now.
Senator Kerry. Well let me ask you a few questions leading up
to that, and explore that a little bit. In an undercover taped con
versation, the president of Capcom, Mr. Akbar, told customs agent
Robert Mazur the following, "We don't want to know how, what
the customer's doing, what is his business, what is not his business.
That's not my responsibility."
Now banks are supposed to operate on the know your customer
principle. Is there a similar principle on which the commodity mar
kets operate?
Dr. Gramm. Yes.
Senator Kerry. So that would have been totally contrary. That
kind of open disavowal of knowing where the money was coming
from or anything would have raised suspicions immediately, would
it not?
Dr. Gramm. If that were true yes it would, if they were knowl
edgeable.
Senator Kerry. If that were the operating procedure.
Dr. Gramm. That is right. If we had knowledge of that.
Senator Kerry. How to you ensure that commodities firms know
their customer? What is the process by which that happens?
Dr. Gramm. The futures broker, the futures commission mer
chant, does have responsibilities with regard to its customer ac
counts, including knowing its customers. The self-regulatory orga
nizations have an obligation to ensure that they are meeting those
responsibilities, and we also do audits concerning brokers' activities
with regard to their customers.
Senator Kerry. But, obviously, until they were indicted, this
entity was able to go about this kind of business that I just de
scribed with the undercover agent for a period of 3 years.
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Dr. Gramm. Mr. Chairman, when we were aware of that testimo
ny, when it became public, we did discuss and visit with that un
dercover agent.
Senator Kerry. Oh, I am sure you did. I have no doubt.
Dr. Gramm. I think it was discussing what was potentially a way
to conduct business at the time.
Senator Kerry. Does that suggest to you—I do not mean to inter
rupt you, but does that suggest to you that they were not doing any
of that kind of business up until that point in time?
Dr. Gramm. We do not have any evidence that would suggest
that they had really effectuated that kind of a program. But, again,
what he was describing was very sophisticated, with shell organiza
tions, et cetera. It might not have gotten off the ground, but then
again, you know, given what we were seeing in our piece of the pie,
it would have been very very hard to discover something as sophis
ticated as I believe was being described.
Senator Kerry. But would that be true in general? This is what I
am getting at. For instance, at another point in the tape Mr. Akbar
says to Mr. Mazur: You're not actually trading in the futures mar
kets by yourself —referring to Mr. Mazur. He said: "Basically, you
want to use this company as a bank for the transfer, to receive the
funds, payment of funds. '

Is it possible for a commodities futures account to serve as a sur
reptitious means of moving money?
Dr. Gramm. I would like to say that nothing is impossible.
Senator Kerry. But how do the regulators detect that?
Dr. Gramm. There are several things that we can do—if we see,
for example, cash transactions that might be unexplained by trad
ing behavior, that might raise some questions and could cause
other criminal authorities who have the authority to look for drug
laundering, money laundering cases, to look further.
The other thing that we might do is to look at trading activity on
the floors of the exchange to see if there are certain kinds of pat
terns that might suggest that there are money passes being made.
We are, as a matter of fact, part of a money laundering task force
headed by Treasury, and also an international working group
which is looking at methods of money laundering and their detec
tion. Though this is not necessarily our specific area, we have cer
tainly studied various ways that markets might be used for laun
dering.
Senator Kerry. Is mirror trading one of those ways?
Dr. Gramm. I think what he is referring to are perhaps wash
trades. And that is one of the things that we look for; wash trading
is illegal under the Commodity Exchange Act. We have brought
many wash trading cases.
Senator Kerry. Do you distinguish wash trade from mirror
trade? Is that the same thing?
Dr. Gramm. I believe that that is what he was referring to.
Senator Kerry. In other words, you take a position on the fu
tures and you cover the same position on the other side, so you
have got both sides covered.
Dr. Gramm. Basically you are on both sides, that is right.
Senator Kerry. So it is simply moving money.
Dr. Gramm. That is correct.
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Senator Kerry. And you can detect that in all instances, or
some?
Dr. Gramm. Wash trading, again, is a violation of the Commodity
Exchange Act. And what we look for are patterns that might sug
gest that these are trades where people are on both sides of an ac
count. Though if you have a large firm, for example, they might be
on both sides of the account but they might represent two unrelat
ed customer's positions. So on acting on behalf of customers, you
might have different customers, you have offsetting positions,
which is all right. Offsetting positions by themselves do not neces
sarily mean wash trading, but they require further investigation.
Senator Kerry. Well have you specifically referred, or have any
of the exchanges ever made a criminal referral from money laun
dering?
Dr. Gramm. We have raised concerns.
Senator Kerry. Have you made a criminal referral from money
laundering?
Dr. Gramm. No, I do not—not specifically in that regard. I mean
we did—we did raise these concerns to the criminal authorities,
who are the experts in money laundering, about some of these un
explained cash transactions in and out of the one Capcom account.
Senator Kerry. But suppose you do not have a cash transaction.
It seems to me very easy for somebody to come in, particularly
through an entity like Capcom U.K., dealing with Capcom U.S.,
take a couple of positions that mirror each other and move very
significant amounts of money that way.
Dr. Gramm. I think that what we did
Senator Kerry. I mean is it not hard to detect?
Dr. Gramm. If they actually had a scheme like that, one regula
tor looking at one side of the market would have a hard time de
tecting it. This is why we share information and, indeed responded
to requests from U.K. authorities. Our staff spent quite a bit of
time and effort with the Securities Investment Board, for example,
in the U.K., and made all of our files available to the Tampa U.S.
Attorney's Office so that they, with their broader picture of what
they were trying to look for in money laundering, would have all
the information on our side of the markets.
Senator Kerry. Now the original capitalization of Capcom U.K.
was $1 million. Ms. Corcoran, are you familiar with that?
Ms. Corcoran. I do not have here the original capitalization of
Capcom U.K. Capcom U.S. was capitalized at about $12 or $13 mil
lion.
Senator Kerry. And where does that fit in terms of capitaliza
tion of companies?
Dr. Gramm. Based on their trading activities, it was a smaller
than average company in the U.S.
Senator Kerry. Now turning to the trading activities just for a
minute, Mr. Mazur said to this committee that Akbar told him
Capcom had a gross transaction rate during an 8 month period of
$90 billion. Is that possible?
Dr. Gramm. It is possible.
Ms. Corcoran. Well it is a question of measurement. It is not
clear what they meant, because there is a nominal value to a fu
tures contract and then there is the



650

Senator Kerry. Well he is talking gross. I imagine gross transac
tion rate, he would simply be taking whatever the value of the con
tracts were.
Ms. Corcoran. OK, which would be fairly misleading because
that would not represent the money moving through the system at
all. The money that would move through the system is the settle
ment of differences in price on the contract.
Senator Kerry. Understood, I understand.
Ms. Corcoran. And they did about 650,000 trades in
Senator Kerry. That is what I thought.
Dr. Gramm. In 1989.
Senator Kerry. So the volume in 1989 was 600,000 plus con
tracts?
Dr. Gramm. Yes.
Senator Kerry. And you would characterize that as large or
small?
Dr. Gramm. Smaller than average.
Senator Kerry. Smaller than average?
Dr. Gramm. Yes.
Senator Kerry. Is it possible to artificially create massive
volume like the $90 billion through no risk trading methods?
Dr. Gramm. If they were doing a large amount of wash trades,
for example, or some no risk trading on our markets, we regularly
scan and monitor our markets for wash trading. We would prob
ably find that type of activity, especially since we have our audit
trail capabilities.
Senator Kerry. Well do you know now whether or not they did
that kind of volume?
Dr. Gramm. We have looked at the trading activity that they did
during the time period that they were trading on our markets, and
they are relatively small.
Senator Kerry. I understand that. But could they—did they?
Can you now tell us whether or not they did create a massive
volume, i.e. $90 billion or so, during that 8 month period in a no
risk fashion?
Dr. Gramm. Based on the information that we have right now,
on what we see, we cannot say that. We have provided that infor
mation to the U.S. Attorney's Office, which probably had a broader
picture. There were some subsequent indictments after they had
our information, and they did not mention drug money laundering
at the U.S. firm.
Senator Kerry. Now Refco is the largest commodities brokerage
firm. Is that right?
Dr. Gramm. I am not sure. Is it the largest?
Ms. Corcoran. I am not sure that it is the largest.
Senator Kerry. One of them.
Ms. Corcoran. It is one of the larger firms.
Dr. Gramm. It is large.
Ms. Corcoran. It has about $1 billion in customer funds.
Senator Kerry. And Refco had a relationship with Capcom U.S.
or Capcom U.K.?
Ms. Corcoran. Not with Capcom U.S.
Senator Kerry. With Capcom U.K.
Ms. Corcoran. It cleared for Capcom U.K.
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Senator Kerry. Do you know what the nature and extent of that
relationship was?
Dr. Gramm. Capcom U.K. cleared through Refco, as well as sev
eral other clearing firms. Every customer account has to be cleared
through a clearing member firm, and Refco was one. What were
some of the others?
Ms. Corcoran. It was one of nine firms that Capcom U.K.
cleared through.
Senator Kerry. OK. Now I understand that Capcom U.K. ac
count realized a net loss on futures of $76,206,064 to Refco. Is that
correct?
Ms. Corcoran. How do you mean, through Refco did you say?
Yes.
Senator Kerry. That is correct.
Ms. Corcoran. Yes, they did, over a period of time.
Senator Kerry. Over a period of time. And is it not true that the
relationship between Capcom U.K. and Capcom U.S., with this
passthrough, through Refco or others, would create an oversight
gap? Does that not create a difficulty, by having the Capcom U.K.?
Dr. Gramm. I do not believe there is a pass through, and Andrea
can expand on this. But every customer must clear through a clear
ing member firm. Capcom U.K. was not a clearing member of any
U.S. exchange, so they cleared through Capcom U.S. as well as a
number of other clearing firms. It could be any firm. It does not
necessarily imply any kind of a relationship. But they are still
under oversight of our regulations, and the exchange's regulations
as well.
Andrea, do you want to expand on that a little?
Ms. Corcoran. Yes. I think that the period that Capcom U.K.
cleared through Refco was the years before 1988 when the U.K.
adopted new financial services legislation which regulated the fi
nancial services markets in the U.K. The way trading was accom
plished in the U.K. through the U.S. is on a back-to-back basis,
which is so that—and this is the way all U.K. trading was done, on
a principal basis between the broker and its customer with a back-
to-back trade in the U.S. exchange market.
And we would see fully what was going on in the U.S. exchange
market. We would not be able to necessarily see what the transac
tions were between the firm in the U.K. and its U.K. customer.
And I am informed that it would have been possible to do those
transactions potentially on a net basis; that there was no rule at
the time in the U.K. that would have precluded that, although sub
sequently
Senator Kerry. But you acknowledge that they engaged in this
back-to-back trading?
Ms. Corcoran. All U.K. contracts are done back to back even
today.
Senator Kerry. Explain for people what that means. What does
back-to-back mean?
Ms. Corcoran. What this means is that the broker in the U.K. is
selling a contract to its customer in the U.K. which it is effectively
buying from the U.S. exchange. So the U.K. customer is buying
from its broker, and the U.K. broker is buying from the U.S. ex
change.
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Now technically that is the way it is done in the U.K.. We would
say that was an agency transaction in the U.S., and the U.K. trans
action is a customer transaction in the U.S. In the U.K., prior to
1988, that would have been a principal transaction and you would
not necessarily have had to identify it as a customer transaction.
Senator Kerry. Which is precisely how BCCI was laundering its
money. I mean that was the gaping hole in oversight that I refer
to.
Dr. Gramm. But that is on the U.K. markets.
Senator Kerry. Correct, I understand.
Dr. Gramm. We do not know that. I am not sure.
Senator Kerry. But that is how they used—you see, Capcom
became sort of the entity that sat there allowing the purchase, and
then they did the principal sale.
Dr. Gramm. Excuse me.
Senator Kerry. No, go ahead.
Dr. Gramm. It was my understanding that the U.K. futures mar
kets were not implicated in the money laundering of Capcom U.K.
Now I could be wrong on that. But, again, that is out of our
domain.
Senator Kerry. I think they were indicted for that. That is what
they were indicted for. But you see that was the oversight gap that
I refer to in terms of what allowed them to escape, because they
had the relationship with their principal that they could keep a
secret in country while nevertheless playing on the U.S. Commod
ities Exchange, and having it one step removed.
Dr. Gramm. No, in the U.S. they would have to identify the cus
tomers. That is we have to know the beneficial owner of accounts
in the U.S. So the U.S. The U.K. law is different.
Senator Kerry. For the U.S. side, I understand. But not on the
other side.
Dr. Gramm. Including the foreign brokers. As a matter of fact,
when that law came into effect in the U.K. it created some confu
sion for
Senator Kerry. When did that come into effect?
Dr. Gramm. In 1988.
Senator Kerry. In 1988, right.
Dr. Gramm. It created some confusion because in the U.S. we
would expect, of course, our U.S. law to apply, and have always ex
pected it to apply, which meant having those customer accounts
treated as separate customer accounts.
Senator Kerry. That came in postindictment, did it not?
Ms. Corcoran. Not our rule.
Dr. Gramm. Our rule has always been in existence.
Senator Kerry. No, their rule. OK, I think we are on the same
wavelength. $76 million: how does that fit in terms of a loss?
Dr. Gramm. I would have to defer. Is that a large loss?
Ms. Corcoran. I would say it was a loss of significance, but there
are other situations where there have been losses of substantial
size in accounts for multiple customers.
Senator Kerry. Now generally commodities futures trading
transfers are done in writing, are they not?
Dr. Gramm. Yes.
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Senator Kerry. But in Capcom the 1989 investigation revealed
that generally oral instructions were received from a lot of custom
ers. Is that not accurate? And the files showed no confirmation in
writing. Mr. Early or Ms. Gramm.
Dr. Gramm. Let me defer.
Senator Kerry. Mr. Early, were you aware of that?
Mr. Early. The confirmation aspect was a matter of some disci
plinary action later. The principal focus of the disciplinary actions
that we took prior to indictment were on the subject you were just
discussing, though, which is the principal/agent, what I referred to
as the selling out of inventory question.
And, yes, in the course of that investigation we also noticed that
there were many improper customer confirmation procedures being
used by Capcom. They assured us through various means, again in
response to the 1987 audit, that those were corrected. What was
transpiring in London, we did not see.
Ms. Corcoran. Excuse me.
Senator Kerry. Yes, Ms. Gramm—sorry, Ms. Corcoran.
Ms. Corcoran. Akbar had control of some of these accounts
under a power of attorney. If you had a power of attorney you
would not necessarily need separate written instructions if it was
an effective power of attorney, and if he were really in fact the ac
count controller, you would not necessarily need separate written
instructions from your customer.
I mean these are some of the issues that, of course, caused, you
know, concern about these various accounts, both in the U.S. and
in the U.K., especially those that he handled. But as soon as he
was indicted, he was removed from the handling of customer ac
count business.
Senator Kerry. When a firm applies for membership on the ex
changes, does the exchange itself or does the CFTC examine the
board members and officers at all? Is there any kind of analysis?
Dr. Gramm. If they were to register with the NFA, there would
be a fitness check, including fingerprint as well as information
about the structure of the company . Is that right, Andrea?
Ms. Corcoran. Yes.
Mr. Early. With respect to the exchange application, we require
personal appearances and background information on principal of
ficers; not necessarily in all cases, though, of directors and share
holders, unless they exercise a significant control over the compa
ny.
Senator Kerry. In the case of Capcom U.K. where there were
several prominent Saudis and prominent Americans, were any of
them or all of them reviewed?
Mr. Early. I believe that the people who were reviewed for
Capcom U.K. were the managing officers. And, yes, they were re
viewed.
Dr. Gramm. Capcom U.K. was not a commission registrant, and
therefore was not ever registered with NFA.
Senator Kerry. OK. Now what about on the U.S. board cf
Capcom?
Mr. Beyer. We did a background check of Capcom U.S. I cannot
tell you here whether we would have done it on every director of it,
but we would have done it on either the major shareholders or the
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officers. For example, we certainly would have done it on Mr. Mo
hammad Saghir, who is the president.
Senator Kerry. Would you have done it on Mr. Romrell, Mag-
ness, or Powell?
Mr. Beyer. I do not believe that Powell or Magness were original
officers of Capcom U.S. And I would have to go back to check to see
whether we did it will Romrell.
Senator Kerry. Mr. Magness was.
Mr. Beyer. He was an original officer of Capcom U.S., or a direc
tor?
Senator Kerry. One of the members of the board, a director?
Mr. Beyer. OK. In the case of the directors, I do not think we
would have checked each director. But we would have certainly
checked the major officers of it.
Mr. Early. Again, Mr. Chairman, the Board of Trade and the
Merc, I think, are similar in this regard. What we require is the
active officers, the management of the committee, be subject to per
sonal appearance and investigation; and directors and shareholders
only if they have a significant control over the corporation.
Whatever those records are, we have them and would be happy
to produce them to the committee if you would like.
Mr. Beyer. Mr. Chairman, as I had indicated, when we did the
credit investigative background when they applied, there was noth
ing that turned up. Subsequently after the indictment, as I had in
dicated, we engaged Interpass, who we thought might be able to
provide us with information that we could not have obtained our
selves, and they also found no derogatory information about these
individuals.
Senator Kerry. Do you know what the holdings of Messrs. Rom
rell, Magness, and Powell were in terms of stock in Capcom?
Mr. Early. Senator, I think, on behalf of the Board of Trade, the
information that we had with respect to that ownership is attached
as exhibits A-l through A-6 to our written testimony.
Senator Kerry. And what is the amount?
Mr. Early. As of what date, Senator?
Senator Kerry. At the outset.
Mr. Early. At the outset.
Senator Kerry. In percentage terms.
Mr. Early. I am sorry, if you could give me the names again.
Senator Kerry. Romrell, Magness, and Powell.
Mr. Early. As of February of 1987, our records show that Rom
rell had 16 percent of the stock, Powell had 10 percent. Magness
had 4 percent at that point, Senator.
Senator Kerry. Now would it have been illegal for one of those
American citizens to act as a nominee for Capcom?
Mr. Early. I am not clear what you mean by acting as a nomi
nee.
Senator Kerry. If they were simply holding the stock, you know,
as a nominee for somebody else. They were fronting, in other
words.
Mr. Early. If they were fronting for someone else, then the
member firm had certainly committed a violation of exchange
rules, yes.
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Senator Kerry. Would it have been illegal for them to knowingly
do that, by your rules?
Mr. Early. Senator, I do not know that I can comment, even
though I am a lawyer, on that. There is a difference between what
is a violation administratively of our rules, and what is technical
illegal, that is what is a criminal offense. I am not clear whether
that would be a criminal offense or not. It certainly is a violation of
our rules to not fully disclose ownership of member firms.
Senator Kerry. Ms. Corcoran, did you want to add to that? I am
sorry, you do not have to. I just thought you were moving to
answer.
Ms. Corcoran. In order to be registered with the Commission,
you have to identify the principals of the firm, which would be any
shareholder holding in excess of 10 percent. And the officers and
directors, they would all be fingerprinted.
The representations you make to the Government must be true
representations. I think that—where they did not pay for their
shares—where the funding of the shares was not supplied by the
shareholders, that was an issue. I do not know that it is a direct
violation of the Commodity Exchange Act, but it raises a question
about the information that was provided in 1987 when the shares
were sold from Capcom U.K. to the U.S. shareholders.
Senator Kerry. Is that something that is of concern to you as
regulators, this capacity for somebody to be acting as a nominee? Is
it something you cannot do anything about until there is evidence
to the contrary, or is it something that you can set up a proc
ess
Dr. Gramm. It would be hard right at the very beginning to
look
Senator Kerry. To look behind
Dr. Gramm. At every director of every company, looking for
something. Generally, it is easier if

,

like in this case, you have a

problem in a company that is affiliated or some other law enforce
ment official has some information. It provides a target; something
to look for and explore in greater detail. Otherwise it is almost like
stumbling upon a needle in a haystack, as opposed to identifying
that you are looking for a needle as opposed to something else.
Mr. Early. Senator, on behalf of the exchanges, I would say, yes,

it is a concern. But I agree with Chairman Gramm; it is a concern
that is difficult for us to deal with. We employ independent investi
gators, for example, to assist us in investigating the background of
member applicants. But obviously if someone has fraud and larce
ny in their heart, they generally also have the means to deceive
even professional investigators.
Senator Kerry. Has the intelligence community of the United
States, particularly the CIA, ever been in contact with any of your
agencies to suggest that certain transactions or individuals should
be permitted to trade or transact?
Mr. Early. Speaking on behalf of the Board of Trade, we have
had contacts with the CIA. That specific request was never made,
to my knowledge.
Dr. Gramm. That request was never made, to my knowledge.
Mr. Beyer. And I do not believe we have ever heard from them
either.
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Senator Kerry. Did Capcom U.S. launder money for General
Noriega?
Dr. Gramm. Based on the information that we have, we do not
see the evidence of that occurring. But, again, we provided all the
information that we had to those authorities who were looking
very carefully there. Andrea, do you have something?
Ms. Corcoran. Yes. There is one thing. Finley International,
Limited, who is cited as involved in some of the Noriega payments
with Capcom U.K., engaged in one $2 million transaction with the
IXORA account at Capcom U.S., which was identified. But we had
no knowledge that that is, in any way involved with the other
transaction or anything about the other transaction, other
than
Senator Kerry. And you have no knowledge at this point in time
of that?
Ms. Corcoran. Absolutely none.
Senator Kerry. Now Ambrose is a giant commodities firm, cor
rect? Ambrose, a German firm that was involved in a major ponzi
scheme.
Dr. Gramm. That is right. That firm was—as I understand it,
after some of this information became available sometime in 1989,
indicted in Germany for a ponzi scheme.
Senator Kerry. And they used Capcom in some way, did they
not?
Dr. Gramm. They were a customer of Capcom, to my understand
ing.
Senator Kerry. In a ponzi scheme.
Ms. Corcoran. The ponzi scheme occurred in Germany and it
would not necessarily be reflected.
Senator Kerry. Was there a connection between the problems
that Capcom had and what happened with Ambrose?
Ms. Corcoran. I do not really know the answer to that, sorry.
Dr. Gramm. Not that we are aware of, is what our division of en
forcement has said. The Commission's Division of Enforcement has
good relationships with the law enforcement authorities, particu
larly in Germany and the U.K.
Senator Kerry. So you are aware of no connection on that, in
terms of the demise of that firm.
Ms. Corcoran. It is reputed that one of the principals of Am
brose was related to BCCI. We do not know that for a fact.
Dr. Gramm. We do not have any indication that these markets
were used as part of that ponzi scheme. We just do not have that
information.
Senator Kerry. Ms. Corcoran, what about—am I pronouncing it
correct, Carchee Trading?
Ms. Corcoran. That is a company that is mentioned in the U.K.
documents, and we have no knowledge of it.
Senator Kerry. You have no knowledge of that?
Ms. Corcoran. No.
Senator Kerry. You do not know whether or not they used
Capcom for any purpose, U.K. or U.S.?
Ms. Corcoran. We did not see any transactions with that compa
ny at Capcom U.S., and I do not know other than what has been
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provided to us by the U.K. authorities, anything about its transac
tions.
Senator Kerry. Let me ask you also, and let me ask you, Mr.
Beyer, what was the Zaheer account?
Mr. Beyer. I believe that Zaheer was a relative of Mr. Saghir. In
fact, if I recall correctly but I would have
Senator Kerry. Mr. Saghir was the U.S. CEO of Capcom.
Mr. Beyer. Yes, sir, he was. And I believe that Zaheer was his
brother. We know he carried an account on Capcom's books. We
also asked Interpass to find out any information about him, and we
found no
Senator Kerry. When did you try to find that out?
Mr. Beyer. I think that we began in—the first contact we had
with Interpass was in October of 1988. And I think the last contact
we had with Interpass was probably that June or July of the next
year. We kept going back to them as we began to find out more
and more information. And, again, with respect to him, we did not
uncover any negative information either.
Senator Kerry. Well, Mr. Saghir, Mohammad Saghir, was the
CEO of Capcom U.S., correct?
Mr. Beyer. Yes, sir.
Senator Kerry. And the Zaheer account was an account in his
brother's name in Capcom, correct?
Mr. Beyer. I believe so.
Senator Kerry. And $5 million passed in and $5 million passed
out of that account, correct?
Mr. Beyer. I think that is correct.
Senator Kerry. And you investigated Mr. Zaheer, did you not?
Mr. Beyer. Yes.
Senator Kerry. His brother, and his occupation was what?
Mr. Beyer. You know I am not sure. He actually had several rel
atives. There was one in London.
Senator Kerry. The one that I am referring to worked in a gas
station in Karachi, did he not?
Mr. Beyer. Yes.
Senator Kerry. OK.
Mr. Beyer. Well I will say at that time we did not relate those
two instances to interpass. We simply were looking at Mr. Zaheer
in terms of information that had come to our attention that he
may have been involved with the firm. It was subsequently when
the CFTC provided us with this detailed information, that we took
action against the firm.
Senator Kerry. Well now at the point that you learned that a
gas station owner/attendant, whatever you want to call it, was
passing $5 million bucks in and $5 million bucks out, and he was
related to the CEO of this company, and there is no real explana
tion for that kind of transaction, did you not suspect money laun
dering?
Mr. Beyer. Yes, we did. And, in fact, it was after that CFTC
report that was furnished us in July, that we went into the firm
and we asked them to explain various transactions that did not
make sense to us. They had no good explanations for many of those
transactions. They furnished a report to us in July. We charged
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them in August, and within the next 2 months we arrived at a set
tled.
Senator Kerry. You are familiar with the IXORA account?
Mr. Beyer. You know, it has been several years since I have
looked at it. I do not have exact familiarity with what went it and
what came out.
Senator Kerry. If I were to refresh your recollection by saying
that you discovered in 1989 that $9 million had come into the
IXORA account and there were 12 transfers, and approximately
the same amount of money was transferred out in 25 disburse
ments without any trading activity, what would you have conclud
ed about that account?
Mr. Beyer. On a personal level, when I was involved in this in
vestigation, I was certain that it involved drug money and launder
ing of money. But there was no way that we could prove that. We
discussed that in our committee; we discussed that among our
selves.
Senator Kerry. Was there ever a grand jury called to investigate
this? Did you refer it to the U.S. Attorney of that district?
Mr. Beyer. Well, as I had indicated previously, during this entire
matter we were in communications with the CFTC, our regulator.
And we believed that they were
Senator Kerry. Let me let them pipe in here, then, since they
are here.
Dr. Gramm. Mr. Chairman, let me just briefly say this, the
IXORA account and those cash transfers were the suspicious trans
fers that we found, because we felt that they were not being sup
ported by any trading activities. And that information was provid
ed to the law enforcement authorities, particularly in Tampa.
Senator Kerry. In Tampa. But nothing in Chicago.
Dr. Gramm. Pardon me?
Senator Kerry. Nothing in Chicago.
Dr. Gramm. Andrea.
Ms. Corcoran. Well, the Tampa authorities were conducting the
investigation of Capcom U.K., and it was our thought that they
were in the position to have the fuller view of this entire incident.
They had indicted Capcom U.K. and S.Z.A. Akbar, and they had
also
Senator Kerry. I guess the curiosity here, from my perspective,
is just this: Here you have this entity that registers in 1985. It is
doing millions of dollars of trading, or billions of dollars of con
tracts, 600 and some thousand contracts. It is on the Chicago Mer
cantile Exchange, Chicago Board of Trade, under the jurisdiction of
the CFTC. But this entity is just told cease and desist, and so they
cease and desist. When the audit looks like the trail is getting hot,
they go away. But there is no criminal followup.
Dr. Gramm. Well, you have to understand that we do not have
criminal authority.
Senator Kerry. I totally understand that.
Dr. Gramm. That is right.
Senator Kerry. Are you surprised? I mean I am only saying that
I am surprised.
Mr. Early. Senator, if I could speak on behalf of the Board of
Trade for just a moment, we were in touch with the FBI from the
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moment we knew that they were involved. We felt that our best
efforts were served by cooperating with the Federal Bureau of In
vestigation, who was investigating this matter, and cooperating
fully, which we did from the moment we knew they were involved.
Prior to that time, as I said, we had evidence that they were con
ducting business contrary to our rules and regulations, but we did
not have evidence that
Senator Kerry. But that is what I am getting at. You have got—
in 1988 you have got Noriega laundering money down in Tampa.
Here you have got this entity called Capcom. You have got a
Capcom U.K. You have got huge amounts of money going back and
forth. You have got very questionable practices.
You learn that somebody's gas station brother is moving $5 mil
lion bucks through it

,

you learn that someone else is wash trading
in it, and you have got some of the same principals who are in
volved in BCCI—in fact BCCI basically owning Capcom U.K., Cor
rect? Significant, through same ownership, same people.
Ms. Corcoran. No, we did not know that.
Senator Kerry. You did not know that?
Dr. Gramm. We did not know. Mr. Chairman, if I could bring us
back to what we were doing at the time. In fact, we did investigate,
we did find something suspicious in terms of those transactions.
Senator Kerry. I agree. I think you did a good job, and I am not
suggesting that
Dr. Gramm. What we did, though, was make that information
and those records available. The records continued to exist for
Senator Kerry. I agree. It is 1992 now.
Dr. Gramm. From the perspective of when we were looking at
Capcom U.S. back in 1988, it was a relatively small company in
these markets. It had customer accounts and was not large in any
sense of creating, for example, a surveillance or a market integrity
problem for us. Our investigation really began with the informa
tion of the indictments.
Senator Kerry. But let me tell you what disturbs me a little bit,
and I am not sure where the responsibility lies on this. But here is

the situation in 1988. You say to the committee, well, we could not
prove this or that. And I concur, which seems to underscore to me
a gap in the regulatory process. Given the amount of information
we had, if we could not prove it at that point, then maybe we were
missing some capacity of oversight that we ought to be thinking
about, No. 1.

No. 2, given the level of activity that Mr. Early has described
that they found, they issued how many directives? Those were
pretty strong statements that were issued by the Board of Trade.
Mr. Early. Yes, they were.
Senator Kerry. And they are impressive. For that series of state
ments about cease and desist doing this, and do this and do that, et
cetera, given what had happened down in Tampa, I am finding it

hard to understand why the documents and the records were not
seized in order to understand this Capcom better. We are left in
1992 trying to understand Capcom, and we cannot even find the
records. Do you know where the records are?
Ms. Corcoran. We have all the records of
Senator Kerry. All the records of Capcom?
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Ms. Corcoran. Absolutely. In fact, we have subpoenaed record
that would not have to be maintained beyond the statutory date in
order to preserve those records for further investigation by the
criminal authorities.
Senator Kerry. OK. Now that is the first we had heard of that. I
am not sure whether that is just a gap in communication or what
has happened.
Dr. Gramm. And you are aware that our activities that we have
been discussing so far involved ensuring that these markets, if they
were being used for illegal purposes, could no longer be used for
such purposes? We had at that time not identified significant, trade
violations that, for example, might be associated with laundering
money. They are out of the business.
We do have an investigation that continues regarding Capcom
U.S.
Senator Kerry. Let me ask you this. Do you think that as a con
sequence of this you have a stronger capacity now to identify
money laundering at the outset, or to notice these kinds of transac
tions in a better way?
Dr. Gramm. We have, over the years. Always having an experi
ence looking for money laundering provides us with good experi
ence. But the fact of the matter is, over the years we have been
working with a number of other task forces, and learning more
about laundering money. I think this is something that is of inter
est not only domestically but in the international community as
well.
We routinely, for example, on a request from international regu
lators, to check on whether or not trades were actually made on
the Chicago exchanges that were alleged to have been made in
their countries. Generally, money laundering has not been the
issue. It has been for other fraud issues.
But I think the fact of the matter is that, with regard to this par
ticular company and the individuals involved here, they are not in
our markets now. I do not know about the other agencies, our in
vestigation is still proceeding. It could well be that uncovering the
kind of scheme that might have been suggested may take longer.
But what we see from our part so far has not indicated a specific
use of these futures markets for money laundering purposes,
though we had some questions and suspicions and looked for it.
Mr. Early. Senator, if I could just briefly make a comment. The
discussion here has highlighted one problem that we have come
across in recent years, and that is the disparity of regulation in dif
ferent countries.
As we talked about earlier, this kind of trading that Capcom was
involved in, which we disciplined them for in 1987, was legitimate
in London. And indeed, that was the way they defended at the
Board of Trade. They said, how can you condemn us for something
that is legitimate in the country where we are principally transact
ing business. And our answer was, because you are transacting
business here and you are a member here and you are going to
abide by our rules as long as you are.
But it does point out a problem. And that is when you do have
different regulatory structures in different nations, and somebody
is doing business across international boundaries, it greatly compli
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cates the regulatory structure. Because what is permissible in one
country is not another, and vice-versa.
Senator Kerry. Well, that is part of what I was talking about. It
is a sidebar of what I was talking about at the beginning.
But let me ask you, with respect to the records that you have, do
you have the records of the trades only, or do you also have all
their internal memoranda, correspondence and documents?
Dr. Gramm. I do not know that we have all the internal memo
randa and correspondence.
Andrea, can you address that?
Ms. Corcoran. I could not address all that we have. We have
certainly all the records that we have been reviewing. We should
have all of the trading records that are in the exchange database
that relate to the trading that occurred on the exchanges.
Senator Kerry. I am sure you have those, but I am concerned
about their
Ms. Corcoran. Well, we have—I believe maybe
Senator Kerry. Are you allowed to execute a seizure of docu
ments or a subpoena?

Senator Kerry. And you did subpoena.
Dr. Gramm. One, a principal, asserted the fifth, and one is—
Akbar.
Senator Kerry. With respect to documents, was there
Ms. Corcoran. With respect to documents, as I understand it,
there was a subpoena issued to preserve documents because of the
timeframe, and that they have offered to comply. They are re
quired to keep—a regulatee is required to keep all of their business
records.
Senator Kerry. And since they lived up to all the other stand
ards, you are confident they did that, right?
Dr. Gramm. Mr. Chairman, our Director of the Commission's Di
vision Enforcement not only indicated they are in a warehouse, but
we have also notified the U.S. Attorney as to their availability.
Senator Kerry. That is helpful.
Capcom is obviously still somewhat of a mystery. And I think
you can tell from our questions. I think it is a mystery to you still.
It is a mystery to us to a certain degree. There were huge losses
incurred. Clearly, the commissions were a significant motivation
for their setting this up. But there is also reason to believe that
there were some large movement of money in other ways that obvi
ously profited a few people. And that seems to have been one of the
mechanisms by which they did it.
They obviously were not trading intelligently or competently. So,
beyond the commissions and the movement of money, it was not a
venture that could have worked that effectively for them.
Dr. Gramm. I would think that if you were going to be launder
ing money that huge trading losses may occur, at some point, and
maybe another company would have trading gains. And so the pass
could be made. I think what this points out is that looking at one
piece is not necessarily sufficient. It really just further strengthens
the notion that law enforcement and other authorities do need to
share information.
Senator Kerry. Understood.
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Has this sent you any message with respect to the investigative
process or your capacity for oversight? Are there any recommenda
tions you would make to this committee with respect to that proc
ess?
Dr. Gramm. In reviewing that and looking at it with 20/20 hind
sight, what I would say is that actually, I am quite pleased with
the results. In fact, these suspicious companies were dealt with ex
peditiously, well before BCCI fell and well before other information
was made available about all those activities.
It does point out how complicated attempting to find drug money
laundering can be. That is something that I believe is being recog
nized around the world, as well as in this country. It also makes
me realize the importance of the audit trail and some of those re
quirements that have been in effect only since the late 1980's. But
that certainly helps us identify, for example, trade practice viola
tions that might facilitate laundering. We have not been able to
identify any yet, as of this time.
Mr. Early. Senator, if I could respond from the exchange stand
point. One rule that we implemented approximately 18 months ago
now, approved by the CFTC, gives us authority to investigate books
and records of nonmember firms that are affiliated with member
firms. We did not have that authority previously.
I think that things like we have experienced with Capcom and
other firms in different situations have shown us an awareness
that we need to have that authority. And I think that authority
will go a great deal toward helping us investigate these kinds of
matters in the future.
Senator Kerry. Well, I appreciate that. I think that the Board of
Trade did a good job of investigating here. And I think the same at
the CFTC. I mean there clearly was movement on this prior to the
larger picture coming out. I think the concern the committee has,
or the concern that I have, is that four years later so little is still
known about Capcom, and that so much of this documentation and
so many of the personalities dispersed.
I mean there are a number of people from Romrell to Saghir to
Akbar and so forth that were not spoken to by the FBI or by others
at that point in time. And it seems to have been a characteristic of
this overall investigation from the criminal side.
Dr. Gramm. Mr. Chairman.
Senator Kerry. Yes.
Dr. Gramm. Mr. Chairman, it does raise an issue. Our CFTC re
authorization, which is in conference committee right now, does
give us further authorities and, frankly, gives foreign regulators,
comfort with regard to protecting the confidentiality of information
they share with us. I think, while we shared, in this case, a lot of
information with the UK regulators, that there is still some con
cern about being able to protect the confidentiality. Our pending
reauthorization provides, legislatively, that kind of comfort that
they are seeking.
So, I think if there is anything that might be done it is reauthor
ization, which would indeed enhance our ability to share informa
tion internationally, and likewise, obtain information so the broad
er picture can be seen.
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Senator Kerry. Yes. Well, that probably is one thing that would
be helpful.
I wonder if we do not also need some sort of automatic referral
process, with a tickler on it to name Justice or something in these
kinds of situations, or the financial crime center at Justice, where
there is a capacity to check these entities against each other and
bring information together a little more effectively, rather than
have what is happening in Chicago kind of sent down to Tampa.
Dr. Gramm. Well, we are part of that whole Treasury database,
as well as a part of the task force. And the information was made
available.
Senator Kerry. We are going to take a look at it.
Dr. Gramm. How they are proceeding with it is I guess for you to
determine.
Senator Kerry. Just a quick question on the CIA contacts that
you had. Do you want to share with us what those contacts were
about?
Mr. Early. The only contacts to which I had a referral were re
quests by the CIA to cooperate with them in their investigations. If
I recollect correctly, those were internationally. They were what I
would consider to be normal requests. The same kind of requests
we might get from the FBI or the U.S. Attorney.
Senator Kerry. OK.
I want to leave the record open. There are some detailed ques
tions that we want to ask on a number of different accounts and on
the Peat-Marwick report.
But they are not critical in terms of the larger picture here. And
I want to get Mr. Bilgrami and Mr. Amjad Awan on.
So, I appreciate your sharing with us the early picture of what
happened with Capcom and how you approached it, what was done.
And I think it helps the committee to understand the regulatory
process as to that entity, and to create a record about it. And then
we will proceed to expand that a little bit with the testimony of
some of the BCCI insiders, and also some of the documents that we
have. And I think it will help give a bigger picture here.
So thank you all, each of you, for your testimony. We appreciate
it.
Mr. Early. Thank you, Mr. Chairman.
Mr. Beyer. Thank you.
Senator Kerry. If we can get Mr. Bilgrami up here I would ap
preciate it.
Let us just recess for a moment while I go vote and then bring
Mr. Bilgrami in and get him settled, and I will be right back.
[A brief recess was taken.]
Senator Kerry. The committee will come to order. Mr. Bilgrami,
could I ask you, please, if you would stand so I can swear you in?
Would you raise your right hand, please?
Do you swear to tell the truth, the whole truth and nothing but
the truth, so help you God?
Mr. Bilgrami. Yes.
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TESTIMONY OF AKBAR BILGRAMI; ACCOMPANIED BY JOHN
HUME

Senator Kerry. Would you state your name, please, for the
record?
Mr. Bilgrami. My name is Akbar Bilgrami.
Senator Kerry. And your current status?
Mr. Bilgrami. I'm a Federal prisoner.
Senator Kerry. Could you bring that microphone a little closer
to you? You are a Federal prisoner serving time where?
Mr. Bilgrami. In Pennsylvania.
Senator Kerry. And you are currently serving what sentence?
Mr. Bilgrami. I'm serving sentence for money laundering, con
spiracy.
Senator Kerry. How much time are you serving?
Mr. Bilgrami. About 6V2 years.
Senator Kerry. And the money laundering that you are current
ly serving time for is with reference to BCCI money laundering. Is
that correct?
Mr. Bilgrami. That's correct. That's correct, sir.
Senator Kerry. At the time of your arrest in October of 1988,
you were employed by BCCI?
Mr. Bilgrami. That is correct.
Senator Kerry. And your position there was what?
Mr. Bilgrami. I was in charge for marketing for Latin America,
with specific responsibility in Colombia, Brazil, Venezuela, and Ec
uador.
Senator Kerry. Would you share with the committee, please, a
little bit of your background prior to assuming those responsibil
ities for BCCI? Where were you educated and where did you grow
up?
Mr. Bilgrami. Most of my primary and secondary education was
in Pakistan.
Senator Kerry. Pull the microphone a little closer. Thank you.
Mr. Bilgrami. In Lahore, Pakistan, and subsequently, I did my
A-levels, which is equivalent to high school, in Spain.
Senator Kerry. And you are currently how old?
Mr. Bilgrami. I was at that time about 16.
Senator Kerry. No, how old are you now?
Mr. Bilgrami. 39.
Senator Kerry. 39, all right.
Mr. Bilgrami. And thereafter I studied in Sussex, England and
California, in San Diego. I got my B.S.—B.S. degree in finance.
Senator Kerry. You got a bachelor of science in business at the
International University of California?
Mr. Bilgrami. That's right.
Senator Kerry. In 1972?
Mr. Bilgrami. 1975 I graduated.
Senator Kerry. 1975, and then you briefly set up a trading com
pany. Is that correct?
Mr. Bilgrami. Yes, I set up a trading company in Madrid, Spain,
and subsequently worked in a Spanish bank.
Senator Kerry. And you—at that time, you learned Spanish,
that was partly why you did that?
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Mr. Bilgrami. That's right.
Senator Kerry. Now, how did you come to work at BCCI?
Mr. Bilgrami. Well, I came across an ad in the Economist, ini
tially, under which I applied and I was interviewed by Mr. Rizvi
and Mr. Ziauddin, and then subsequently I got a telex from Mr.
Abedi who hired me directly. I was in Pakistan at that time.
Senator Kerry. And in September of 1976, you began as a train
ing officer in London?
Mr. Bilgrami. That's correct.
Senator Kerry. You were transferred subsequently to the Inter
national Business Division/Funds Management. Is that correct?
Mr. Bilgrami. That's correct.
Senator Kerry. You worked for a Mr. Rizvi and a Mr. Al-Kha-
lani?
Mr. Bilgrami. That is correct.
Senator Kerry. And what were your responsibilities at the Inter
national Business Division/Funds Management in 1976?
Mr. Bilgrami. Well, I was under Mr. Al-Khalani. I was working
as his assistant for marketing in Latin America and specifically
Spain. We were trying to purchase a bank there, or set up a oper
ation in that country and immediately, at that time, I was put in
charge of looking after Sheikh Zayed's investments in Spain, and
then later on, his accounts in Europe.
Senator Kerry. Had you ever met Sheikh Zayed at that time?
Mr. Bilgrami. At that time I had not met him.
Senator Kerry. Did BCCI have many accounts from the Middle
East?
Mr. Bilgrami. Yes, in London, primarily most of the accounts
were from the Middle East.
Senator Kerry. What kind of clients did BCCI serve, by and
large?
Mr. Bilgrami. At that particular time? At that time
Senator Kerry. We are talking 1976 now, correct?
Mr. Bilgrami. That's right. Yes. At that time, most of our clients
in London were wealthy Middle Easterners from Arab—United
Arab Emirates, some from Saudi Arabia, and essentially we had
also a clientele from the immigrant communities there, India and
Pakistan.
Senator Kerry. Did BCCI spend a certain amount of money on
lavish entertaining and expenses in London and elsewhere?
Mr. Bilgrami. Yes, we did.
Senator Kerry. And you were one of those who helped to
manage the visits of some of these wealthy Middle Easterners. Is
that correct?
Mr. Bilgrami. The visits I did not handle directly. There was a
different department to do that, but I was involved in the banking
side of the situation.
Senator Kerry. What did you become aware of on the banking
side?
Mr. Bilgrami. I was directly—and subsequently in London I was
in a branch myself in Parklane. I worked there for 1 year, but in
this particular period, I was just looking after Sheikh Zayed's ac
counts only.
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Senator Kerry. So you became sort of a Sheikh Zayed specialist.
Is that correct?
Mr. Bilgrami. I became like—yes, you could say that.
Senator Kerry. I mean, that was your area of responsibility?
Mr. Bilgrami. Because I spoke Spanish, I was to look after all
his dealings in Spain.
Senator Kerry. In Spain, all right. Were you still at that time
based in Spain?
Mr. Bilgrami. No, I was based always in London. I took
Senator Kerry. Would you travel to Spain?
Mr. Bilgrami. That is correct.
Senator Kerry. And you would travel to Spain at the same time
Sheikh Zayed would be there sometimes?
Mr. Bilgrami. Uh-huh. In fact, I used to travel more often on my
own, but in—a couple of occasions when he visited Spain, I was
with him all the time.
Senator Kerry. OK. So you were his personal banker through
his financier. Is that correct?
Mr. Bilgrami. Yes. I used to coordinate all his activities or his
accounts with his—the president of his department, whose name at
that time was Mr. Abdullah Darwaish.
Senator Kerry. Darwaish?
Mr. Bilgrami. That's right.
Senator Kerry. All right. Now, in terms of the way in which
Sheikh Zayed handled his personal finances, at least in Spain, that
which you saw, would you have called it sophisticated?
Mr. Bilgrami. Sheikh Zayed directly never dealt with me on
those issues. He gave instructions through Mr. Darwaish. He was
simple in his mannerism as far as dealing with his finances. I
thought so.
Senator Kerry. What do you mean by that?
Mr. Bilgrami. Well, considering his wealth, he didn't have so
phistication of making investment decisions on his own. He took
advice mostly from his advisers. That was my opinion.
Senator Kerry. Now, during the course of a 2-week visit to
Spain, for instance, was there an occasion where he would spend
$15 or $20 million?
Mr. Bilgrami. Yes. I was with him in one particular visit which
was a private visit of his to Spain and he spent about that much.
Senator Kerry. That is apart from investments that he made. Is
that accurate?
Mr. Bilgrami. That's right.
Senator Kerry. And you know this because you actually carried
a briefcase of money?
Mr. Bilgrami. Yes. I was like a mobile bank for him. I did every
thing which was required. I was asked by that—by Mr. Naqvi and
Mr. Abedi to
Senator Kerry. How much money would you carry in your
mobile bank?
Mr. Bilgrami. I would carry about $3 to $5 million at one time,
and it used to be replenished as it went and finished.
Senator Kerry. Was this in a suitcase or something?
Mr. Bilgrami. This was—there were two briefcases.
Senator Kerry. Two briefcases?
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Mr. Bilgrami. Yes, briefcases.
Senator Kerry. And what was all this money going to?
Mr. Bilgrami. Well, he traveled with an entourage of about 150
people—consist—and we used to land in any particular location,
and there were two planes, so we had to take care of all the ex
penses connected with his visit, all the people with him, the gas for
the planes, everything.
Senator Kerry. What was Progressive Investments Company?
Mr. Bilgrami. That was the vehicle we used to invest or to make
his investments in Spain. That was a company based in Liechten
stein.
Senator Kerry. And through that company you bought villas,
tracts of land, property investments, is that correct?
Mr. Bilgrami. That's correct.
Senator Kerry. OK. Did you ever have occasion to use nominees
on behalf of the sheikh when he purchased something?
Mr. Bilgrami. Yes, because of the fact that whenever the
sheikh's name came into picture, the prices used to go up, so the
bank had this custom of being a front, so to speak and saying that
the bank was buying this on behalf of a client without mentioning
the name of the client. Once the transaction was more or less com
pleted, then later on the seller would be told who the buyer was
actually.
Senator Kerry. Was the sheikh aware that nominees were being
used in those instances?
Mr. Bilgrami. I couldn't say.
Senator Kerry. You do not know?
Mr. Bilgrami. No.
Senator Kerry. Now, when the sheikh bought property or—
excuse me. When you engaged in a property transaction on behalf
of the sheikh, did BCCI offer incentives to both sides so that they
would use BCCI?
Mr. Bilgrami. Well, we—I had been given instructions always to
try to get the other end of the business, which was get the buyer to
bank with us and the transactions were so devised so that he was
induced to also place the funds with us, which would have been got
from Sheikh Zayed's account.
Senator Kerry. Well, give us an example of that, could you?
Mr. Bilgrami. Well, the example would be that in some in
stances— in most instances in Europe—well, specifically there in
Spain, at that time that there were exchange control regulations in
force and Spaniards were not allowed to keep or have funds
abroad. So essentially if there is a transaction of $5 million and
you just declare $3 million as a foreign investment, the $2 million
tax-free placed outside without knowledge of the local authorities.
Senator Kerry. And BCCI would assist in making that happen.
Is that correct?
Mr. Bilgrami. BCCI would devise that, yes.
Senator Kerry. You helped do that?
Mr. Bilgrami. Yes.
Senator Kerry. So BCCI would help a customer avoid the tax,
declare an artificial price on the property and make a separate
payment through a different route, disguising it. Is that accurate?
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Mr. Bilgrami. It wasn't disguised in a sense, it just made outside
so the local authorities wouldn't have any idea of what was paid.
Senator Kerry. Outside?
Mr. Bilgrami. Outside.
Senator Kerry. Did this happen more than once?
Mr. Bilgrami. When I was involved in Spain that happened and
that happened on the instructions—I think they came from Mr.
Abedi or Mr. Naqvi, and then, I subsequently confirmed what had
happened in memo to them.
Senator Kerry. Did you become aware that Sheikh Zayed had in
vestments in other places too?
Mr. Bilgrami. Yes.
Senator Kerry. Investments in Austria, France?
Mr. Bilgrami. In France, in Switzerland and in England.
Senator Kerry. And in the United States?
Mr. Bilgrami. At that time, I was not aware. I became aware
subsequently.
Senator Kerry. OK. Now, who was Abdullah Darwaish, you men
tioned earlier?
Mr. Bilgrami. Mr. Abdullah Darwaish was the chairman of the
department of personal affairs of Sheikh Zayed. This is a whole big
department in Abu Dhabi which looks after all the investments of
Sheikh Zayed, and all the properties and all the charities, every
thing.
Senator Kerry. He was one of the principal financial advisers to
Sheikh Zayed?
Mr. Bilgrami. Yes.
Senator Kerry. And you knew him for some period of time. Is
that accurate?
Mr. Bilgrami. That's right. I knew him
Senator Kerry. Over what period of time?
Mr. Bilgrami. I knew him from 1977 to 1981, I think, around
that time.
Senator Kerry. And what kind of services did he handle for the
sheikh?
Mr. Bilgrami. Everything, as far as whatever related to finances,
and all the coordination with BCCI was done through him.
Senator Kerry. Did he have power of attorney for Sheikh Zayed,
for his accounts?
Mr. Bilgrami. I understand he did, yes. In fact he did; on ac
counts, he signed.
Senator Kerry. You know that first-hand?
Mr. Bilgrami. Yes.
Senator Kerry. What was the size of the portfolio of the sheikh's
investments that Darwaish controlled?
Mr. Bilgrami. I do not know that first-hand. I was just told on a
couple of occasions by his assistants that the amount which was
under the department was around $2 billion at that time.
Senator Kerry. $2 billion?
Mr. Bilgrami. Yes.
Senator Kerry. OK. Now, did BCCI ever send documents to Dar
waish concerning the purchase of a U.S. bank?
Mr. Bilgrami. Yes.
Senator Kerry. When did that occur?
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Mr. Bilgrami. I can't be very certain of the exact date, but I
think, I am not sure again, it was in 1977 or 1978, around that
time.
Senator Kerry. Late 1977 or early 1978 somewhere?
Mr. Bilgrami. It's been sometime. I was just—I was in Spain,
Marbella, at that time with Mr. Darwaish.
Senator Kerry. What were the circumstances of your involve
ment with those documents?
Mr. Bilgrami. While I was in Spain with him, I got a call from
Mr. Rizvi in London and he told me that there were some impor
tant documents being DHL'ed to me for Mr. Darwaish, which were
to be signed by him and returned back to Mr. Naqvi, in fact.
Senator Kerry. At that time you were in Marbella, the resort?
Mr. Bilgrami. I was in Marbella with Mr. Darwaish.
Senator Kerry. And Mr. Naqvi gave you these instructions?
Mr. Bilgrami. No, they came initially first through Mr. Rizvi.
Senator Kerry. Yes.
Mr. Bilgrami. Once I received the documents and I gave them to
Mr. Darwaish, he initially did not sign them, he was not in a
hurry. So I got a subsequent call from Mr. Naqvi's office, one of his
assistants called me—that Mr. Naqvi wanted me to ensure that
they were signed quickly and returned to him.
Senator Kerry. Now, do you recall what those documents were?
Mr. Bilgrami. Those documents at that time had to deal with
the purchase of Financial General, as it was called, and they were
loan documents. They were elaborate documents. I did not under
stand them fully at that time.
Senator Kerry. But you did read the documents?
Mr. Bilgrami. I read them. Mr. Darwaish asked me to just brief
ly tell him what they were about.
Senator Kerry. And they were in English?
Mr. Bilgrami. They were in English.
Senator Kerry. And it was a series of blank documents that he
was to sign?
Mr. Bilgrami. They were pretty thick documents and they had a
lot of blanks in them.
Senator Kerry. OK. And the document was to go where after he
signed it?
Mr. Bilgrami. I was to send them back to Mr. Naqvi immediate-
ly.
Senator Kerry. Did he sign those blank documents?
Mr. Bilgrami. He signed the documents and also initialed in the
blank spaces.
Senator Kerry. And he initialed in the blank spaces because he
had been instructed to do so?
Mr. Bilgrami. Well, I was told to get him to sign it in that
manner and when I gave him the documents, he gave me the im
pression that he knew what they were about.
Senator Kerry. Did he know what was going to go into the blank
spaces?
Mr. Bilgrami. I do not know that.
Senator Kerry. Did he ask you any questions about the blank
spaces?
Mr. Bilgrami. No, he did not.
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Senator Kerry. Did he indicate any concern about the blank
spaces?
Mr. Bilgrami. No, he did not, but just to add on that, a couple
of—a lot of instances, he used to sign documents and blanks for
Spain, the transactions and we used to fill them in later on and
send him a copy of what he had signed.
Senator Kerry. Now, he asked you to explain these documents to
him on the basis of what you read, correct?
Mr. Bilgrami. That's right.
Senator Kerry. What did you explain to him?
Mr. Bilgrami. Well, I myself didn't understand them much be
cause I—there were a lot of legal terms in that. All I mentioned—
it—all I told him was that it had to do with the purchase of First
Financial General, a bank acquisition. And he told me, oh yes,
that's Mr. Abedi's project.
Senator Kerry. Now, there was language in there regarding buy-
back, that you recall?
Mr. Bilgrami. I can recall—I'm not 100 percent sure, but I re
member there were loans, there were proxies, there were voting
rights, things of that nature. Buy-backs, I can't be 100 percent sure.
It was some time ago.
Senator Kerry. But you are sure, are you not, that you under
stood the transaction was a loan from BCCI to Mr. Darwaish to
purchase
Mr. Bilgrami. I'm sorry. I'm not sure whether it was a loan to
him or not. It was documents which he was signing. I didn't know
if he was signing it in his personal capacity, or as chairman of
Sheikh Zayed's department.
Senator Kerry. Do you recall whether or not it was a loan to
purchase stock on behalf of Sheikh Zayed through a third corpora
tion?
Mr. Bilgrami. There was a name of another corporation there,
yes.
Senator Kerry. And there was, in fact, documentation about a
loan?
Mr. Bilgrami. It was a loan, yes.
Senator Kerry. And it was a loan for the purchase. Is that cor
rect?
Mr. Bilgrami. It had to do with Financial General and it was in
direct. It was—as I said, it was through another corporation.
Senator Kerry. And you understood Financial General to be a
bank in the United States?
Mr. Bilgrami. That's right.
Senator Kerry. And you understood that also—he said at that
time, Mr. Darwaish said that this was Abedi's project?
Mr. Bilgrami. This was one of Mr. Abedi's projects, yes.
Senator Kerry. That's what he said?
Mr. Bilgrami. That's right.
Senator Kerry. Did you understand at that time that this was a
loan from BCCI for purchase of this bank?
Mr. Bilgrami. I understood it to be a loan. I did not know the
exact implications of it or its magnitude, or what it was about at
that time. No.
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Senator Kerry. Did you understand that BCCI was lending
money to Sheikh Zayed or his representatives?
Mr. Bilgrami. I wasn't sure how they were handling it. All I
knew was that it was a transaction which involved either Sheikh
Zayed or Mr. Darwaish, and it was a loan to start off with. I don't
know what happened afterward, but this was definitely a loan.
Senator Kerry. Did you understand that BCCI was agreeing to
buy back shares?
Mr. Bilgrami. At that time, my knowledge of these things was
very limited. I really did not understand that. All I felt was—my
opinion at that time was that it was something which BCCI con
trolled.
Senator Kerry. It was my understanding that in a discussion
with the staff, you indicated that you did interpret this as a buy-
back of shares.
Mr. Bilgrami. That was my personal opinion, yes.
Senator Kerry. That was your opinion at that time?
Mr. Bilgrami. That's right.
Senator Kerry. Is that correct?
Mr. Bilgrami. That's right.
Senator Kerry. So you interpreted what you read to indicate
that there would be a buy-back of the shares, correct?
Mr. Bilgrami. As far as I can recollect that's how it looked like.
Senator Kerry. And you also understood, I believe, that this was
a loan for the purchase of this Financial General Bankshares. Is
that correct?
Mr. Bilgrami. Well, it had to do with the purchase. There were a
lot of other steps involved according to the documents. I did not un
derstand them, but I just gave him a gist of what I thought I un
derstood.
Senator Kerry. What was the gist?
Mr. Bilgrami. The gist was that this was a loan to purchase the
bank in the United States.
Senator Kerry. Now how did you reach those conclusions?
Mr. Bilgrami. From a very brief review of about 25 pages of doc
uments.
Senator Kerry. Now, at first, did not Mr. Darwaish say that he
was reluctant to sign the documents because they were in blank?
Mr. Bilgrami. Not—it wasn't that. I think he was just being lazy
about it. It was then when I was told to have it signed that I insist
ed, then he said, OK, you know, why don't you have a look at it. I
don't know whether he was being reluctant or he didn't want to
sign it because of blanks, but for some reason he was not very
much in a hurry about it.
Senator Kerry. Based on your knowledge of the relationship
then between Mr. Darwaish and Sheikh Zayed, do you believe that
Mr. Darwaish would have tried to deceive Mr. Zayed—Sheikh
Zayed?
Mr. Bilgrami. My—no, I don't think so. I—my personal feeling
at that time was it was something that had been discussed between
Mr. Abedi and Mr.—and the sheikh, and it was something which
Mr. Darwaish was implementing.
Senator Kerry. But in point of fact, you cannot really say what
the sheikh knew and what he did not know?
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Mr. Bilgrami. No, I cannot.
Senator Kerry. OK. Did Abu Dhabi on other occasions make in
vestments of a similar nature with documents that were in blank?
Mr. Bilgrami. A lot of properties initially which were purchased
were purchased in that manner and then documented properly
afterward.
Senator Kerry. How long did you have to review these docu
ments?
Mr. Bilgrami. I think it was a short time. I can't tell you, but it
wasn't very long, no.
Senator Kerry. But they interested you, did they not?
Mr. Bilgrami. Yes, they did. I was interested and I had heard
about the rumors of the purchase of the bank and it interested me.
Senator Kerry. And you spent some time with them?
Mr. Bilgrami. I did.
Senator Kerry. You also made a copy of those documents, or at
least
Mr. Bilgrami. I was—yes, I did.
Senator Kerry. You kept them with your personal papers?
Mr. Bilgrami. Well, I was going to—since I had to DHL these
documents, I just kept a copy in case something happened and
when I went back, no one asked for the copy and I had them with
my files in the office, and subsequently, when I was moved I had
them with me.
Senator Kerry. Do you know where they are now?
Mr. Bilgrami. No, I have no idea.
Senator Kerry. After Mr. Darwaish signed these documents re
garding a U.S. bank, did you tell the senior officers at BCCI?
Mr. Bilgrami. I immediately phoned them and said that I had
convinced him to sign the papers as they requested and also the
blanks, initialed them and Mr. Rizvi said, that's great, and please
send them urgently back.
Senator Kerry. What else? Didn't he say something more to you
at that time?
Mr. Bilgrami. Much later on, when—when I came back, I just
asked him how it was going and he said that it was going well, but
to keep them very confidential.
Senator Kerry. He told you to keep it totally confidential.
Mr. Bilgrami. That's right.
Senator Kerry. Correct?
Mr. Bilgrami. Yes.
Senator Kerry. And he told you also that it was very sensitive?
Mr. Bilgrami. That's right.
Senator Kerry. And this took place from late October of 1977 to
early April of 1978?
Mr. Bilgrami. I—it's the dates— it's been sometime. I can't be
very specific whether it was around that period.
Senator Kerry. At some time later, did you come to hear of regu
latory problems in the United States regarding this transaction?
Mr. Bilgrami. Yes.
Senator Kerry. What did you hear?
Mr. Bilgrami. Well, I was in a marketing call to Venezuela with
one of my superiors and he told me that—that the bank had run
into problems with this investment.
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Senator Kerry. And did Mr. Darwaish tell you that he had to
give depositions?
Mr. Bilgrami. Later on, when Mr. Darwaish went to the States,
he came back, he told me he had given depositions on this matter.
Senator Kerry. And did he say something about a gentleman
named Mr. Fulaij?
Mr. Bilgrami. That's right.
Senator Kerry. What did he say?
Mr. Bilgrami. He said he'd done pretty badly and he had done
very well.
Senator Kerry. What was the mess that Fulaij had created?
What did you understand he had done?
Mr. Bilgrami. I believe he had—there were some hearings and
he had performed not as was expected of him because of his lack of
knowledge of English, and because of that he created some misun
derstandings which were cleared up by Mr. Darwaish.
Senator Kerry. And at this point, you understood that the bank
that was involved was Financial General Bankshares, known today
as First American. Is that correct?
Mr. Bilgrami. Yes.
Senator Kerry. You understood that BCCI was buying the bank.
Is that correct?
Mr. Bilgrami. That is what I understood then. Internally, that
was how it was known to be.
Senator Kerry. It was not your impression that Sheikh Zayed
was buying the bank?
Mr. Bilgrami. No. That was my personal impression.
Senator Kerry. Correct, based on the documents you saw and
the type of transaction that took place. Is that correct?
Mr. Bilgrami. And the subsequent discussions internally gave
me to believe.
Senator Kerry. What was the subsequent discussion?
Mr. Bilgrami. Well, over a period of time there were a lot of dis
cussions internally amongst ourselves.
Senator Kerry. What were those discussions?
Mr. Bilgrami. Well, whether the bank was independent, or
whether it was part of the same group and it was always thought
of as being a part of BCCI. We never went into detail about who
owned it because BCCI was owned, supposedly owned —majority
was ICIC, which was supposed to be a trust for the employees, so
we never discussed whether Sheikh Zayed owned it or not. It was
just part of the same group.
Senator Kerry. Well, what were the indicators? What made all
of you believe that this was part of the same group?
Mr. Bilgrami. Well, it's— it—this is over a period of time, so I
can just relate to you how it happened. First, my personal involve
ment when I was with Mr. Darwaish. Second, afterward, the way
the discussions used to take place internally about the projections
of the Americas. And third, how BCC personnel were going into
First American National Bank of Georgia. A lot of us were trying
to get ourselves transferred and we knew that Mr. Abedi and Mr.
Naqvi were making those decisions.
Afterwards, we were doing joint marketing and we had people
from First American Bank of Georgia coming to our internal con
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ferences, being called sister banks. Take all those factors, these are
the ones I can remember now—there might be many more, which
made me to believe we were one and the same group.
Senator Kerry. Now, was there a problem that developed with a
copper market investment made by Darwaish?
Mr. Bilgrami. Yes, around 1980 or 1981, I think. I was working
in Parklane at that time. The department of Sheikh Zayed was
heavily involved in bonds and also copper investments. I—they
were being done through Credit Suisse—and I think they were in
vesting or trying to make some huge profits in copper, and in fact,
turned out to be losses.
Senator Kerry. So they lost about $500 million?
Mr. Bilgrami. This was the rumor. I was—you know, I was told
that it was about that amount.
Senator Kerry. And the impact of the copper losses on Darwaish
were what?
Mr. Bilgrami. I believe —well, he was blamed for those losses
and there was some people who alleged that he had personally ben
efitted from those transactions and there was an investigation and
he was removed from that position and placed in—in—in country
arrest.
Senator Kerry. Now, around 1981-82, you had been transferred
to Colombia, correct?
Mr. Bilgrami. That's right.
Senator Kerry. So you were in Latin America. You came back
briefly to London. Is that right?
Mr. Bilgrami. I was still called back because they were of a firm
of litigators, lawyers who were investigating the whole issue, all
the accounts which I had managed for Sheikh Zayed and for that I
was called back.
Senator Kerry. What happened to Darwaish at that time?
Mr. Bilgrami. Initially, he was placed in country arrest, subse
quently under house
Senator Kerry. In Abu Dhabi?
Mr. Bilgrami. In Abu Dhabi, then he was placed under house
arrest and then there was an extensive investigation conducted by
a firm of lawyers, litigators, and they investigated all the accounts
which I had managed on behalf of the bank for this client.
Senator Kerry. Have you ever seen him again?
Mr. Bilgrami. I was— in 1985, his brother came to see me asking
me to give an affidavit regarding Spain, whether I knew of any
transaction where he had personally benefitted. I had seen none of
the sort. I was willing to give that affidavit, but I was told by Mr.
Naqvi not to do that.
Senator Kerry. So you did not do it?
Mr. Bilgrami. I couldn't do it.
Senator Kerry. And you have not seen him since 1980?
Mr. Bilgrami. I have not seen him since 1981 actually.
Senator Kerry. Now, later you were in Venezuela, correct?
Mr. Bilgrami. I
Senator Kerry. You were transferred back. You went to Colom
bia and then Venezuela?
Mr. Bilgrami. No. I was—I was in London until 1981, and I was
in different branches, also went to Spain. We tried to buy a bank
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in Spain there, and I was also visiting Venezuela, Ecuador for mar
keting. I was still based in London.
Senator Kerry. OK. At that point in time, did you begin to hear
of problems with the purchase of the National Bank of Georgia or
First American from a Mr. Al-Khalany?
Mr. Bilgrami. That's right.
Senator Kerry. What problems did you hear about?
Mr. Bilgrami. Well, the first time they came up with the situa
tion was in Venezuela. We were giving a loan to the country of
Venezuela. We did give a loan of $180 million. It was a private
placement, and as a part of that loan, the understanding was that
the Central Bank of Venezuela would approve us to place funds
with BCCI.
We did give the loan, but then the Central Bank didn't approve
us to be—to be able to receive the deposits, and one of the reasons
cited was to do with Bert Lance and the investigations of that, to
do with Financial General—the SEC investigations into the bank,
and because of that they had deferred the decision on putting us on
the approved list for deposits.
Senator Kerry. The operating understanding within BCCI then,
for yourself and others, was that all of the banks, BCCI, First
American, National Bank of Georgia, would eventually be operat
ing openly as one bank, correct?
Mr. Bilgrami. That's right.
Senator Kerry. And you were told on a number of occasions that
that had to be kept a secret. Is that correct?
Mr. Bilgrami. Yes, because some of us, at times marketing
openly mentioned to potential clients that we were one and the
same group and I was told on one particular occasion not to do that
because that would create some problems.
Senator Kerry. Regulatory problems?
Mr. Bilgrami. That's right.
Senator Kerry. Specifically, correct?
Mr. Bilgrami. Yes, that's the word used. Yes.
Senator Kerry. Did you ever have any discussions with anybody
at that point about the real relationship between First American
and BCCI?
Mr. Bilgrami. Well, I discussed it with Mr. Al-Khalany in the
late seventies, and he mentioned, you know, that actually, it was
part of the same.
Senator Kerry. What about Imram Iman?
Mr. Bilgrami. That was much later.
Senator Kerry. That was later?
Mr. Bilgrami. That's right.
Senator Kerry. But you did have a discussion with him about
First American being your bank, belonging to BCCI?
Mr. Bilgrami. That s right, being the same group.
Senator Kerry. And what did he tell you, anything else?
Mr. Bilgrami. Well, he just more or less confirmed that under
standing of mine.
Senator Kerry. Did you come to learn that a BCCI affiliate
called Credit and Finance Corporation had loaned money to an
other bank in order to make it look like that other bank, BAII, was
lending money for the purchase of First American?
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Mr. Bilgrami. Yes.
Senator Kerry. You did?
Mr. Bilgrami. Right.
Senator Kerry. And what were the circumstances of that?
Mr. Bilgrami. Well, I was in London—I can't remember the
exact date, it was in the eighties. It could have been 1984 or 1985,
or around that time, and I was about—I had to meet Mr. Naqvi. In
the meantime, I was with a friend of mine, a colleague of mine,
who was working in CFC, Mr. Ahmed, and he told me about that
loan and he showed me the file.
Senator Kerry. Let me just ask, apparently there is a bag, hang
up bag hanging in the corner of the hearing room over here some
where which belongs to someone. Is there anybody here who knows
who owns that? Is there anybody here who owns it?
OK. We are just going to take—there is no owner here? All right,
we are going to take a brief recess for a moment, if we can folks,
while we just check this bag out.
[A brief recess was taken.]
Senator Kerry. We are all set. Be seated and relax. Now, on this
occasion that you heard about this other bank having loaned the
money to make it look like the purchase, could you explain the cir
cumstances of that, please?
Mr. Bilgrami. Well, as I explained to you earlier, I was waiting
on the desk of Mr. Ahmed and he was on the phone, I think, talk
ing to BAII when he stopped and I asked him, what's going on.
And he told me what he was doing, and he said, why don't you
have a look at the file, and I looked at the file and it showed exact
ly how the transaction was being conducted. It was pretty thick.
Senator Kerry. Now, what did it show? It showed that BCCI
Mr. Bilgrami. It showed that BCCI was placing $50 million with
BAII and under that understanding, it was like a lien. The funds
would remain with BAII until the loan was repaid, and BAII would
then give that—would give that company a loan with the underly
ing security being the $50 million deposit from BCCI.
Senator Kerry. Is there anything unusual about that?
Mr. Bilgrami. In BCCI we—a lot of transactions were done like
that, but it was unusual in the sense that it—another bank was
being used. Usually, it was always internally done, but in this in
stance, another bank was being used, and I was given to under
stand by Mr. Ahmed that that was being done so as to go around
the regulatory situation.
Senator Kerry. And the money was matched by a corresponding
deposit by BCCI into BAII?
Mr. Bilgrami. That's correct.
Senator Kerry. To cover it?
Mr. Bilgrami. That's right.
Senator Kerry. OK. And the purpose, therefore, was to go
around the regulators, to distance the transaction or the connec
tion between BCCI and First American. Is that accurate?
Mr. Bilgrami. That's right.
Senator Kerry. OK.
Mr. Bilgrami. Excuse me, and the company which was receiving
the loan, to distance BCCI from the company. It was a holding com
pany.
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Senator Kerry. Was there a relationship between BCCI and
BAII?
Mr. Bilgrami. Well, the only relationship was that Mr. La-
marche, who was the chairman of BAII, was also a board member
of BCCI. That's the only relationship I understood to exist.
Senator Kerry. Did there come a time when you were, in fact,
told to think of BCCI and First American as one bank?
Mr. Bilgrami. Much later, in 1987 or 1988, we were making
plan, a master plan for the 1990's, 1990 up to 1995, and I was on
that committee in Miami and in my discussions with Mr. Shafi,
who was my general manager, he gave me that understanding that
we should make those plans and projections based on that premise.
Senator Kerry. And you were at a meeting, were you not, where
you were working on this plan?
Mr. Bilgrami. Yes.
Senator Kerry. What year was this, in 1986?
Mr. Bilgrami. It would be 1987 or 1988, I think, around that
time.
Senator Kerry. And you asked specifically, v/hat about First
American in making up this plan, correct?
Mr. Bilgrami. That's right.
Senator Kerry. What were you told?
Mr. Bilgrami. That that will be taken into— into the plan. Take
the figures into the plan.
Senator Kerry. Were you not told specifically the words, think of
it as one?
Mr. Bilgrami. That's right.
Senator Kerry. Those are the words that were used?
Mr. Bilgrami. Yes.
Senator Kerry. Who used those words?
Mr. Bilgrami. If I remember correctly, it was Mr. Shafi.
Senator Kerry. Mr. who?
Mr. Bilgrami. Mr. Shafi.
Senator Kerry. Shafi. Did you ever learn that BCCI was direct
ing First American to buy the Bank of Georgia—National Bank of
Georgia?
Mr. Bilgrami. Yes.
Senator Kerry. When did you learn that?
Mr. Bilgrami. It has to— 1986, around that time. I think it was
1986. I can't be 100 percent sure, but it was around that time.
Senator Kerry. How did you learn it?
Mr. Bilgrami. Well, I had—Mr. Tariq Jamil was at that time in
National Bank of Georgia and he was just coming on back to BCC,
and he told me about it, and also, subsequently later, Mr. Lodhi, he
told me about it.
Senator Kerry. Jamil, Tariq Jamil, at that time, discussed the
First American situation with you, correct?
Mr. Bilgrami. The National Bank of Georgia purchase by First
American, yes.
Senator Kerry. He told you that that was going to happen and
he called it a logical progression?
Mr. Bilgrami. That's correct.
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Senator Kerry. Now, within BCCI, was it generally understood
as part of the bank's culture that BCCI would make payments, or
loans, or bribes to political or governmental figures?
Mr. Bilgrami. I don't know whether it was part of the culture,
but it was a normal practice.
Senator Kerry. Normal practice?
Mr. Bilgrami. Normal practice.
Senator Kerry. I do not mean culture in terms of ethnicity or
anything, I just mean culture, normal practice. I do not mean
Mr. Bilgrami. But if I may add, Senator, in my brief experience
in banking with BCC, I also found other institutions to be doing ex
actly the same thing.
Senator Kerry. Other banking institutions?
Mr. Bilgrami. Other banking institutions.
Senator Kerry. OK. Now, although—you knew of this because
people talked about it within the bank?
Mr. Bilgrami. Well, I was first exposed to it in London myself
and that was the only time I didn't perform very well, and that
was the only time I was directly involved in one instance. But then
I came to know of other instances indirectly.
Senator Kerry. Did you personally become involved in handling
any of these so-called bribes or special loans?
Mr. Bilgrami. In one instance I was directly involved.
Senator Kerry. In one instance.
Mr. Bilgrami. One, and two others, but indirectly.
Senator Kerry. What was that? What was that instance?
Mr. Bilgrami. Well, this was a situation where a senior official
from the Central Bank of Sudan had come over to London and I
was called over by my superiors and told that I was take care of
him. And he asked me to take 100,000 pounds in
Senator Kerry. That is all right, go ahead.
Mr. Bilgrami. Well, he asked me to take 100,000 pounds in cash
and accompany him to purchase anything he wanted, which I did.
But at that time, I was not familiar with how these things were
done, so I was taking receipts for each purchase he was making
and he was somewhat uncomfortable with that situation and he
told me that other banks didn't do that. So—but he did go ahead
and buy whatever he wanted to.
Senator Kerry. That is the only instance where you personally
or directly were involved?
Mr. Bilgrami. Directly involved in this instance.
Senator Kerry. Do you know—do you have first-hand informa
tion of any other instances of special favors being done or bribes?
Mr. Bilgrami. There was another instance, when I was in Park-
lane branch where we were approached by a gentleman from Nige
ria, connected with Nigeria, that there were deposits involved to
the extent of $1 billion and if you were willing to pay commissions
or bribes, those deposits would come through. Myself and my man
ager, we referred it to Mr. Naqvi's office and it was handled, and
subsequently that person told me that the deposits did come
through and the payments were made. But to whom they were
made, I don't know.
Senator Kerry. You do not know how much?
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Mr. Bilgrami. But they had to do with the Central Bank. I be
lieve the figures were in excess of $5 million.
Senator Kerry. And what about this person, the Sudanese offi
cial that you talked about, how much did he spend or charge?
Mr. Bilgrami. Well, I was—I was given 100,000 pounds. He spent
I think about 78,000, something like that.
Senator Kerry. In what, one afternoon?
Mr. Bilgrami. I think in two shopping trips.
Senator Kerry. Do you know of any other payments to political
figures or Central Bank figures, or foreign officials?
Mr. Bilgrami. There was one in—another instance in England.
Again, I was involved, but indirectly, where they payments were
being made to the—Rhodesian delegation at that time, Zimbabwe.
There were negotiations going on and there were payments made
in that connection also.
Senator Kerry. Did you know of any payments that Mr. Sakhia
made, or Mr. Abedi personally made for anyone?
Mr. Bilgrami. Personally? I am not aware of any personal. I am
only aware of presents which Mr. Abedi used to give and—and
watches, expensive watches and things of that sort.
Senator Kerry. What about Mr. Sakhia?
Mr. Bilgrami. There were rumors within the branch. I had no
first-hand knowledge. No.
Senator Kerry. All right. In Zimbabwe?
Mr. Bilgrami. That's the one I mentioned early on.
Senator Kerry. That's the one you mentioned, in Nigeria. What
about China?
Mr. Bilgrami. Well, in China, I don't know whether—what that
was. It was expenses paid on the—where there was a delegation, a
Chinese delegation which visited Latin America. About eight coun
tries were either present and on instructions of Mr. Abedi and Mr.
Naqvi, we paid for their whole trip.
Senator Kerry. Now, is there anything unusual about that?
Don't businesses court people all the time, entertain them, hope to
get business? I mean, that seems to me to be fairly standard proce
dure.
Mr. Bilgrami. Yes, this kind of situation, it used to be. For ex
ample
Senator Kerry. I mean, that really does not strike me as fitting
into the category of bribe that you talked about earlier.
Mr. Bilgrami. No, this would be different. This was just paying
expenses.
Senator Kerry. But were there occasions —there were occasions
like Nigeria and others where you specifically did a bribe
where
Mr. Bilgrami. That's right.
Senator Kerry [continuing.] There were kickbacks, there was an
arrangement.
Mr. Bilgrami. That's right.
Senator Kerry. Is that correct?
Mr. Bilgrami. That's correct.
Senator Kerry. What about in Peru, were there any of those
kinds of special relationships?
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Mr. Bilgrami. In Peru, I was told that there was—we got the
Central Bank account, where the bank deposited about $300 mil
lion, and that was based on a kickback.
Senator Kerry. And you agreed to keep a certain amount of
money hidden for Peru. Is that correct?
Mr. Bilgrami. Well, it was supposed to be kept in Panama very
confidentially so that— that some U.S. banks or European banks
wouldn't get their hands on it.
Senator Kerry. Do you know of any officials in Latin America
who received money in exchange for using BCCI?
Mr. Bilgrami. Umm—well, we had this Peru situation where I
was given to believe that officials did receive money to place those
funds with us.
Senator Kerry. You say you were given to believe. Who told you
that?
Mr. Bilgrami. Well, I was told by my boss at that time, Mr.
Shafi, that that account had been obtained by giving—commissions
is the word he used.
Senator Kerry. And who were the people who met at that time,
Mr. Shafi, Mr. Tariq Jan?
Mr. Bilgrami. Well, there—there were two points where there
were two different—two different times they were—There were
many discussions, but the initial relationship was initiated by Mr.
Brian Jensen. He started the relationship. Subsequently
Senator Kerry. When you say started the relationship, the rela
tionship with whom?
Mr. Bilgrami. With the Central Bank of Peru.
Senator Kerry. OK. And who—what officials did they deal with
directly?
Mr. Bilgrami. He was dealing with the two main senior officials
of the Central Bank. I can't remember the names. I remember that
he spent about a week in Panama where they had lengthy negotia
tions and there were expenses relating to that which were paid by
our office in Miami.
Subsequently, Mr. Shafi went down to Peru where, he told me
later on, that he met Mr. Alan Garcia, the president, who had con
firmed that their deposits would be transferred to BCCI.
Senator Kerry. Now, I have a document here which is a letter
that you signed and you sent it to Mr. Shafi, your boss, and I am
going to put this letter in the record at this point in time, regard
ing Mr. Mishkin's dinner. Now, this was a dinner concerning a po
litical fundraiser for President Carlos Andres Perez of Venezuela,
from you to another BCCI official.
[The information referred to follows:]
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*
Latin America & Caribbean Regional Office
1230S*iC«fU AVtNUtllmfiOO" MIAMIf1.0*10*UUI-UU USA

SEN 000525

date ..August 26, 1987 MKT/ 4210

AVbar Bilgrami
BCCI-LAR-Car ibbe an

Mr. S.M. Shafi
BCCI-LAR-Ca r ibbe an

sobjcct Mr. Mishfcin's dinner

Further to our conversation about the dinner that is organised by
Mr. Leon Mishkin in Caracas for the candidate of "Ac'cion Democrat ica"
Ex-President, Mr. Carlos Andres Perec, .following are the features of
the event for your consideration:

- The dinner is for twenty five persons with a contribution of Bs200,000.00
(approx. US$6,666.00) >at the actual foreing exchange, a total of B«5,000,000.00
(approx. USS170.000.00)

- The dinner will be at Mr. Mishkin's house on January or February 1986.
- We have to deliver right now the check but dated January 88 in the
name of Mr. Carlos Andres Perez.

- The dinner will take place on January 88 only if Mr. Carlos Andres
Perez is elected candidate inside of this party on October 1987. If
he is not, the check will be returned to the issuers by Mr. Mishkin.

Would appreciate if you would kindly approve the issuance of the check
by the Rep. Office for Bs200,000.00, and I am sure that the expense, if
incurred, will be beneficial to BCC in the long run.

Best regards,

ill- ^>
Akbar Bi grami

C 0002102
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Senator Kerry. Is that correct?
Mr. Bilgrami. That's right.
Senator Kerry. And you asked for a contribution by BCCI to a
dinner for Perez for about $6,600?
Mr. Bilgrami. That's right.
Senator Kerry. And the check was to be postdated 4 months,
and it was to be returned if Perez were not elected president. Is
that correct?
Mr. Bilgrami. I don't remember. Can I have a look at this docu
ment?
Senator Kerry. Yes. [Pause.]
Mr. Bilgrami. It says here, if he's not elected candidate, not
president, a candidate for the—the party there, Acion Democratica.
Senator Kerry. So it was a contribution to be contingent only on
his candidacy as the party's candidate?
Mr. Bilgrami. That's right.
Senator Kerry. The theory being what?
Mr. Bilgrami. The theory being that there's no point making a
contribution if he's not going to be a candidate.
Senator Kerry. Why?
Mr. Bilgrami. Because if there are any favors to be taken subse
quently, it could be only obtained if he was president.
Senator Kerry. OK. So in other words, the theory—was there al
ready a relationship with him?
Mr. Bilgrami. I was given to believe that there was, but from
London, not from our office.
Senator Kerry. And who ordered you to pay this money?
Mr. Bilgrami. Mr. Shafi approved this.
Senator Kerry. How was the amount of money arrived at?
Mr. Bilgrami. This was actually a dinner, open public dinner
where people who wanted to sit with him would pay this contribu
tion.
Senator Kerry. Was this viewed as out of the ordinary, or was
this standard practice?
Mr. Bilgrami. This was standard practice. I believe it was also
done in the States on a number of occasions by Mr. Sakhia.
Senator Kerry. By Mr. Sakhia?
Mr. Bilgrami. That's right.
Senator Kerry. To what, to American politicians?
Mr. Bilgrami. That's right, dinners where, you know, you have
to pay a contribution of
Senator Kerry. So you make a contribution?
Mr. Bilgrami. That's right.
Senator Kerry. Through individuals or through the corporate
entity?
Mr. Bilgrami. Sometimes through individuals, sometimes
through the corporate entity directly. [Discussion off the record.]
Senator Kerry. Now, when you were in Colombia, did BCCI tell
you to cook the books in order to inflate profits?
Mr. Bilgrami. Yes.
Senator Kerry. Can you explain that?
Mr. Bilgrami. Well, we purchased the bank in 1983. When we
purchased the bank, we knew it was a sick bank. We had injected
some capital, $5 million into the bank, but once we took over the
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bank, we realized that it was sicker than we had thought and it
was projected that by the year-end, the bank would make a loss of
about a million dollars, and I went to London and had discussions
in London, and I told them of the situation.
And I was told that we couldn't—the bank couldn't afford to
show a loss in Colombia since it was the first purchase in Latin
America, and we were going to buy subsequent banks in other
countries, so it was important to show how BCC could quickly turn
around the bank. So I was told to—and there was a meeting held
in which I was told how to go about fixing the figures.
Senator Kerry. And in that meeting, you sold—you depreciated
an old asset and then proceeded to sell that asset to a nominee for
an inflated sum of money?
Mr. Bilgrami. For the market value. We had it on our books—Fd
say, I can't remember the exact figure, but let's say-
Senator Kerry. You made—and made an in-house loan, right?
Mr. Bilgrami. That's right.
Senator Kerry. And the nominee did not pay the loan and at
some time down the road, the bank would just get the asset back?
Mr. Bilgrami. That's right.
Senator Kerry. So you increased the value of the books by the
amount of the phony loan?
Mr. Bilgrami. That's right.
Senator Kerry. That was standard practice?
Mr. Bilgrami. The person who explained to me, it seemed that
he had done it a lot of times.
Senator Kerry. Now, did you also get shown how to generate
funds using nominees by selling phony feasibility studies to Colom
bia?
Mr. Bilgrami. Well, the same instance, since this asset was
only—we take care of only $300,000, there was a shortfall of
$700,000 to $800,000. So then I was told to prepare three feasibility
reports under which payments would be made into the bank for
that amount.
Senator Kerry. And you sold those for $350,000 each, each feasi
bility study?
Mr. Bilgrami. It was $300,000 or $350,000, yes.
Senator Kerry. And who did you sell them to?
Mr. Bilgrami. Well, I was told to make receipts in the name of
three clients, all shareholders of the bank.
Senator Kerry. Mr. Pharoan?
Mr. Bilgrami. That's right.
Senator Kerry. Mr. Adham?
Mr. Bilgrami. That's right.
Senator Kerry. And Mr. Fulaij.
Mr. Bilgrami. I think that was the last name. It was either Mr.
Hammoud or Mr. Falaij, I'm not sure.
Senator Kerry. Now, why would they buy these studies? They
did not really buy these studies did they?
Mr. Bilgrami. No.
Senator Kerry. And they did not ever come and look at the pro
posed investments, did they?
Mr. Bilgrami. No.



684

Senator Kerry. And what did they get for their $350,000 or
$300,000 each?
Mr. Bilgrami. Very nice feasibility studies.
Senator Kerry. And they never really paid a penny of the
money, did they, because BCCI just loaned it to them?
Mr. Bilgrami. The payments came from Grand Cayman and I
was subsequently told that they came by there from loans. I don't
really know how they came, but they came in their names
from
Senator Kerry. But you know that it was a phony transaction
creating phony profits?
Mr. Bilgrami. Yes, I was told that.
Senator Kerry. And in that way, you generated the $1.1 million
needed to cover for the bank.
Mr. Bilgrami. Well, the—and the bank, the funds came in phys
ically, so as far as the Colombian entity was concerned, those
$750,000 were clear funds as if a profit on the book, which was
funds coming in, but within the BCCI group, yes, it was phony.
Senator Kerry. Was this a typical way of BCCI doing business
with nominees?
Mr. Bilgrami. As I explained to you, when I was in London and
these transactions were explained how it should be done, I was told
this was done very frequently in other countries.
Senator Kerry. BCCI also created duplicate sets of books, cor
rect?
Mr. Bilgrami. In what sense, sir?
Senator Kerry. In the Grand Caymans?
Mr. Bilgrami. That's right. Well, the books for—for the Grand
Cayman operation was run out of London.
Senator Kerry. Why did they create a second set of books for the
Grand Caymans?
Mr. Bilgrami. I think at some time the British regulatory au
thorities objected to that, so that's why they were done. I'm not 100
percent sure, but I was given to believe that was the reason.
Senator Kerry. Did you send flight capital to the United States
from Colombia?
Mr. Bilgrami. We used to market flight capital like all the other
banks in Colombia, yes.
Senator Kerry. All of that money is questionable money, is it
not?
Mr. Bilgrami. Well, the term, flight capital, it's all questionable
money. It essentially consisted of people who are not—who don't
want to pay taxes, drug money, corrupt money in the sense of kick
backs. I understand, according to the World Bank, that market is
worth $1 trillion.
Senator Kerry. Well, according to you, you were small because
you were only able to take in $100 million yearly. Is that right?
Mr. Bilgrami. We were small compared to our competitors, the
European and American banks, yes.
Senator Kerry. Other banks were taking in $1 billion each?
Mr. Bilgrami. Well, according—I can't say the exact figure, but I
can only say that I read a report from the IMF, the World Bank,
the flight capital market was in the region of $1 trillion.
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Senator Kerry. So you were losing out on the flight capital
market?
Mr. Bilgrami. We were trying to catch up to our competitors, so
to speak, and that was the major thrust of Mr. Abedi and Mr.
Naqvi, that we weren't doing the job as good as the others were
doing.
Senator Kerry. Now, let me repeat this. Flight capital money is
tax evasion money?
Mr. Bilgrami. Tax evasion money.
Senator Kerry. Drug money?
Mr. Bilgrami. Gun running.
Senator Kerry. Arms transactions, illegal arms transaction
money, pure political corruption money, correct?
Mr. Bilgrami. That's right.
Senator Kerry. Did you have occasion to come to understand the
relationship of Mr. Clifford and Mr. Altman to BCCI?
Mr. Bilgrami. Well, the internal classification amongst ourselves
was that they were BCCI's people in the United States. I did not—I
was not privy to any of their private conversations which took
place between Mr. Abedi, or Mr. Clifford, or between themselves,
but this was what was the
Senator Kerry. Did you see them at meetings?
Mr. Bilgrami. Yes.
Senator Kerry. In London?
Mr. Bilgrami. In London, in conferences, and in Miami.
Senator Kerry. Did you have occasion to learn of document al
teration or document destruction?
Mr. Bilgrami. Yes.
Senator Kerry. What were those occasions?
Mr. Bilgrami. There's one situation observed in 1988, around
August when we received subpoenas from this committee, and
around that time, I was asked to prepare and alter documents.
Senator Kerry. Who asked you to prepare them?
Mr. Bilgrami. I was told by Mr. Shafi that he had got instruc
tions from London that we should create a document—rather min
utes of the meeting which was—which took place in 1987.
Senator Kerry. What meeting?
Mr. Bilgrami. There was a meeting which Mr. Abedi had—when
he had come to Miami, there was a large conference which took
place in Miami. Prior to that conference, a small meeting took
place in which supposedly he had given certain instructions. Mr.
Shafi didn't realize that I was not in that meeting, so I told him
that I was not there, so I couldn't really create something which I
didn't know what happened. So then he told me that he would
leave that work to someone else to do. Subsequently, I found
Senator Kerry. Do you know who did it?
Mr. Bilgrami. I—he instructed Mr. Bande Hasan to make those
minutes.
Senator Kerry. And these were to make minutes of the meeting
that did not happen, or make minutes of a meeting that had hap
pened?
Mr. Bilgrami. This is to make minutes of a meeting—this is to
make minutes in 1988 of a meeting which supposedly took place in
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1987, where certain things were said to—which I know were not
said, because I would have known about it.
Senator Kerry. OK. And what were the certain things supposed
to be, do you know?
Mr. Bilgrami. Those were that Mr. Abedi had given instructions
to all the staff that we were not to target flight capital, that we
were not to break any exchange control regulations, that we were
not to take any drug money or any suspicious money, and essen
tially not to break any laws of any country.
Senator Kerry. What was the subsequent incident?
Mr. Bilgrami. Around the same time I was also requested to
reduce our figures, EMP figures, which were funds coming in from
Latin America and placed in other branches of BCC. I was asked to
reduce that by around $100 million, specifically from Panama and
Colombia. This was in response to the subpoena.
Senator Kerry. Did you ever backdate documents?
Mr. Bilgrami. Well, these figures had to be more or less backdat
ed, so that was the only one which I had to do. [Pause.]
Senator Kerry. There was a third occasion where there was doc
ument alteration, which was the reduction of the deposits. Was
that not true?
Mr. Bilgrami. That's the one I mentioned earlier on, Senator.
Senator Kerry. Oh, I am sorry. All right, that is my mistake.
Thank you. Now, after you were arrested in the Tampa case, were
you—was there a time when you wanted to cooperate with the
prosecutors?
Mr. Bilgrami. Well, at a certain time, we did—I did contemplate
doing that, yes.
Senator Kerry. And the bank told you not to?
Mr. Bilgrami. The bank—I got direct messages from the bank
that not to do that, that they would find a global—a global agree
ment with the—with the prosecution team.
Senator Kerry. And what happened subsequently?
Mr. Bilgrami. Well, right at the end, we were more or less
dropped out and the bank left us to go ahead.
Senator Kerry. Let us be more graphic about this. Is it not accu
rate that you were told by the bank they were going to take care of
you and protect you in this process?
Mr. Bilgrami. That's—that's it exactly.
Senator Kerry. And they did not want you to talk to the pros
ecutors, correct?
Mr. Bilgrami. Preferred not to, no.
Senator Kerry. They did not want you to cut a deal for yourself,
right?
Mr. Bilgrami. That's right.
Senator Kerry. So they said, no, we are going to get a whole
global agreement here for all of us, correct?
Mr. Bilgrami. That's right.
Senator Kerry. But at the very end, almost the eve of the trial,
they dropped you, did they not, and they did a plea for themselves?
Mr. Bilgrami. That's correct.
Senator Kerry. Is that correct?
Mr. Bilgrami. That's correct.
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Senator Kerry. And they left you folks out there hanging on
your own, right?
Mr. Bilgrami. Yes.
Senator Kerry. Were you surprised at that plea agreement?
Mr. Bilgrami. Well, our lawyers had advised us that it was possi
ble that it was going to happen, but unfortunately, we tended to
believe the direct messages coming out of London, and we were to
tally shocked.
Senator Kerry. And why were you shocked?
Mr. Bilgrami. We were given clear understandings that this
would not happen in the past, also when BCCI had got into trouble
they had—also, because of the culture of which you spoke, which
was supposed to be a family and the philosophy that Mr. Abedi had
instilled in us was that it was just one big family.
And earlier on where there had been situations where employees
had—where employees had been infringed and employees had been
put in prison, the bank had bailed them out, so to speak.
Senator Kerry. Were you surprised about the fact that the bank
seemed to get off and you did not?
Mr. Bilgrami. Very surprised.
Senator Kerry. Why did that surprise you?
Mr. Bilgrami. Well
Senator Kerry. Did the plea bargain seem to make sense to you?
Mr. Bilgrami. Well, now, later on it didn't, because at that time,
I couldn't understand what was happening, but subsequently,
after—when—when—when one has learned then it didn't surprise
me how come the bank was let off, so—you know, but I don't know
all the details, so I really can't say, but this is in hindsight. [Pause.]
Senator Kerry. Was there a point in time where you were going
to leave BCCI and go work for Capcom?
Mr. Bilgrami. Yes. There was a point in time when I was going
to leave the bank, yes.
Senator Kerry. When was that?
Mr. Bilgrami. Well, I started thinking of leaving the bank in
March of 1988.
Senator Kerry. Hold on, excuse me for one second. [Discussion
off the record.]
Let me go back here for just a minute and just ask you a ques
tion. When you—when you were under indictment before the trial,
who was representing you? Who was the principal lawyer repre
senting you in the Tampa case?
Mr. Bilgrami. Well, I had—I had two lawyers. They were all—
the bank hired all our lawyers. We had—I had one from Tampa,
and subsequently, when the whole defense team was being run out
of Washington, Mr. Clark Clifford and Altman, they hired another
firm of lawyers for me, which was
Senator Kerry. Who represented you? Who was the principal
lawyer that was
Mr. Bilgrami. Mr. Carl Rauh.
Senator Kerry. Carl Rauh.
Mr. Bilgrami. And Mr. Benny Lazaro.
Senator Kerry. Now, did there come a time later where he asked
you to permit him to represent some of the other people with re
spect to BCCI?
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Mr. Bilgrami. Much after I was found guilty in 1990, he request
ed that, you know, I allow him to—to represent other people.
Senator Kerry. And did you?
Mr. Bilgrami. Yes, I signed a document releasing him.
Senator Kerry. And have you found out who he is representing,
subsequent to defending you?
Mr. Bilgrami. It's Mr. Clark Clifford and Mr. Altman.
Senator Kerry. And you say that your defense was run out of
the larger team that was presented you from the
Mr. Bilgrami. Maybe I said that incorrectly. What was happen
ing was that since it was one joint team effort initially, until the
bank petered out, so they were—the payments and all that was
coming out of Mr. Clifford's office. More or less he was
Senator Kerry. From the bank?
Mr. Bilgrami. From the bank, yes, and since they were paying
for all their lawyers fees also, it was coming from the same source,
Mr. Clifford. But I was meeting with my lawyers separately, but
there was a sense of a joint kind of a strategy, until the time that
the bank
Senator Kerry. Well, that is a separate issue. Let me let that sit
then. With respect to Capcom, what was Capcom in your view?
Mr. Bilgrami. Capcom was a brokerage house based out of Eng
land and Chicago.
Senator Kerry. And why did BCCI get into a brokerage process?
Mr. Bilgrami. I did not know the details of Chicago—of Capcom
until I had my first discussion with Mr. Ziauddin Akbar, when he
suggested that I join him to set up a Capcom operation in Miami
and that's the first time I got the full details of the Capcom —on
Capcom.
He informed me that Capcom was set up initially in 1985, I
think, that's when he mentioned. The idea was that BCC would
have a brokerage house also and so that the commissions being
paid out to others would be minimized and also, you know, they
could be kept confidential, the transactions, so in-house so to speak.
Senator Kerry. Now, let me try to make this a little easier. Mr.
Akbar, who ran Capcom originally during the early 1980's, he was
BCCI's treasury department head, correct?
Mr. Bilgrami. That's right.
Senator Kerry. And he was at the center of a lot of BCCI's trans
actions, correct?
Mr. Bilgrami. That's correct.
Senator Kerry. Now, Mr. Akbar had used the treasury depart
ment of BCCI to show inflated profits, correct?
Mr. Bilgrami. That's right.
Senator Kerry. And those profits had to be inflated in order to
cover up losses, correct?
Mr. Bilgrami. That's right.
Senator Kerry. So a certain number of banks—Africa, the Far
East, et cetera, were making money, correct? But the money could
not be converted into dollars, could not be reconverted into dollars,
is that accurate?
Mr. Bilgrami. Well, I think I was asked to explain why this
could have happened, why the bank started inflating profits, and
the fact was that the bank, in the eighties, was making profits in
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certain areas and making heavy losses in other areas. The losses
would be made in hard currency areas, dollar areas like U.K.,
United States, and the profits would be made in Third World coun
tries where they could not be repatriated.
So the need and expenses were very heavy in the dollar areas,
the loans for the purchase of banks, inside loans would be made in
dollars. So there was a lack of funds, and that's why profits were
being created.
Senator Kerry. Now, why was Capcom established?
Mr. Bilgrami. Capcom was—I was told that Capcom was initially
established to reduce the commission leakage, was the word used,
because when the bank was buying bonds or Treasury bills a lot of
commissions had to be paid to the Merrill Lynchs and other bro
kerage houses. That was one reason. And the other reason was to
keep these transactions hidden from outsiders, in house.
Senator Kerry. So there were two purposes?
Mr. Bilgrami. That's right.
Senator Kerry. One was to recapture commissions that were
going to Merrill Lynch or E.F. Hutton or somebody and keep it
inside the family, right?
Mr. Bilgrami. Right.
Senator Kerry. And the second was just to hide transactions?
Mr. Bilgrami. That's right.
Senator Kerry. To have everything internal, so you would not
have to deal with these other people?
Mr. Bilgrami. That's right.
Senator Kerry. Now, Akbar left BCCI, is that correct?
Mr. Bilgrami. That's right.
Senator Kerry. He was fired, or what happened?
Mr. Bilgrami. He was blamed officially for the loss which came
out in 1985-86, and under that cloud, he left.
Senator Kerry. Now, he was a scapegoat, was he not?
Mr. Bilgrami. That's what I understood.
Senator Kerry. Because in fact, the losses were not incurred—
they were incurred from the beginning of the bank, through its op
erations.
Mr. Bilgrami. Well, the losses and also the inflation of profits,
there were two things there, so—and they were done on other peo
ple's instructions. That's what my understanding was.
Senator Kerry. And they tried to pretend that all of these losses
were incurred in commodities losses in 1985?
Mr. Bilgrami. That was the official version given. This is how he
explained it to me.
Senator Kerry. Were there, in fact, real commodities losses at
BCCI in addition to the phoney ones?
Mr. Bilgrami. I understand there were some real ones also.
Senator Kerry. Do you know how those came about?
Mr. Bilgrami. They came about in foreign exchange transac
tions.
Senator Kerry. Speculation in currency?
Mr. Bilgrami. That's correct.
Senator Kerry. Did Abedi, himself, engage in that?
Mr. Bilgrami. In one meeting, he gave me the impression that
he was personally engaged in some of them.
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Senator Kerry. Now, when you considered leaving BCCI to go to
Capcom, did Akbar tell you something about BCCI's condition?
Mr. Bilgrami. He felt that the condition of the bank was very
bad and that it was the appropriate time to leave.
Senator Kerry. And did he tell you at that time anything about
Capcom U.S.?
Mr. Bilgrami. Well, he felt that Capcom was in a good condition
and was a logical place to go to. He explained a little bit of the
background of both the companies.
Senator Kerry. Was Capcom used to launder money?
Mr. Bilgrami. I don't think so.
Senator Kerry. What about in the Tampa case?
Mr. Bilgrami. They had—U.S. Treasury funds were deposited
there, but no drug funds.
Senator Kerry. So you know of no money laundering that went
through there?
Mr. Bilgrami. It was initially discussed, but never took place.
Senator Kerry. What was the reason for hiding the transactions
through Capcom, if there was not money laundering?
Mr. Bilgrami. Well, actually, the term money laundering has so
many facets, I was more—I was thinking more in lines of the fact
that hiding the losses from being known to other companies. When
you do purchases with Merrill Lynch in the name of the bank itself
and there are losses, the brokerages more or less can find out how
an institution is doing on their transactions. But if you have a
middle entity, then really, it's Capcom which is making the losses
and maybe the clients, but you don't know who exactly is behind.
So like that, you could cover from the public if there were losses
being made.
And second, if you are doing those in-house transactions where
you're trying to inflate profits, then that is also hidden.
Senator Kerry. So Capcom served a purpose to hide losses and
also to inflate profits?
Mr. Bilgrami. That was my understanding.
Senator Kerry. But not to actually launder money? I thought
some of the money from Tampa had passed through there?
Mr. Bilgrami. Well, in the Tampa case there were discussions di
rectly between Agent Mazur and Mr. Akbar, and I was involved
also in some of the discussions where an idea was discussed and in
more detail with Mr. Akbar. And some funds were placed, $500,000,
but they were supposed to be for portfolio management. And then
subsequently, $25,000 was sent down, which I was not aware of.
But that was supposed to be laundered in that manner, according
to the plan discussed in London. But I understood that you asked
me before that, and I don't think before that anything was laun
dered.
Senator Kerry. Let me ask you, Mr. Bilgrami, did you ever learn
of BCCI providing loans or benefits to its outside auditors?
Mr. Bilgrami. Yes, sir.
Senator Kerry. Can you describe those circumstances to us?
Mr. Bilgrami. Well, on one occasion, sometime in 1988, I was
having a discussion with the manager for Grand Cayman branch,
and I was asking him—you know, I was troubled with the financial
health of the bank and asked him what was happening with all
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these bad loans and how we were dealing with the auditors, and he
told me the auditors had been taken care of, and he mentioned to
me one instance where a loan had been given in Grand Cayman for
a villa to be constructed for one of the outside auditors.
Senator Kerry. For a villa?
Mr. Bilgrami. For a country house—yeah, for a summer house.
Senator Kerry. And that was specifically a way of taking care of
the auditor so that problems would not surface?
Mr. Bilgrami. Well, he gave me this one particular instance. I
am not aware of other instances, but he just gave me this one par
ticular instance.
Senator Kerry. Mmm-hmm. Were some of Capcom's sharehold
ers nominees?
Mr. Bilgrami. I don't know that. I was just told that we had the
same—that the same shareholders of BCCI, we had common share
holders in Capcom and BCCI.
Senator Kerry. So beyond that, you do not know? You do not
know if Mr. Magness or Mr. Romrell were local nominees?
Mr. Bilgrami. I was just told in one instance by Mr. Akbar that
Mr. Kamul Adhem had introduced those gentlemen to him.
Senator Kerry. Were they given loans by BCCI?
Mr. Bilgrami. I was not aware of it until recently.
Senator Kerry. OK. So in your experience, you did not know?
Mr. Bilgrami. I did not know.
Senator Kerry. You did not have any personal knowledge of
that?
Mr. Bilgrami. No.
Senator Kerry. All right. Let me ask you this: What year did
you—when did you start serving your sentence?
Mr. Bilgrami. In 1990, July 1990.
Senator Kerry. Up until 1990, in the experience you had within
the banks and the banking community, was it your experience that
this money laundering capital flight is just pervasive?
Mr. Bilgrami. Yes, sir. It was, from my experience I had in Co
lombia and my trips I took to various countries, I bumped into
bankers from other institutions and we were essentially competing
for the same funds. Some banks were doing it in a more sophisti
cated manner, some were less interested in it, but most were tar
geting it. It was a market to be attacked, so to speak.
Senator Kerry. What do you mean by more sophisticated? What
is a more sophisticated manner?
Mr. Bilgrami. For example, when I reached Colombia in 1981, I
found that there were about 120 rep offices there of foreign banks,
European, American, all over. And their target was deposits. They
were not lending money to Colombia. Colombia was not in a very
good financial situation. And then afterward, 1 found out that Co
lombia, itself, the Central Bank of Colombia, had a sinister
window—it was called the sinister window—where funds were
taken in without any questions asked and all the foreign banks
used to try to compete for that account because that meant a very
big float.
The Central Bank had to send the cash or the checks back for
clearing, and banks were competing to get that account so that you
could have a float. Everyone knew what that sinister window
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meant. The word, itself, is very clear. And all banks used to com
pete with that. In Colombia, all the people who were marketing for
the Colombian—and the Colombian clients—all the money in Co
lombia is mixed up. There are people who are not dealing with
these kind of funds, but because they want to get their money out,
invariably, they buy drug funds from the U.S. where the cash is
deposited.
So this is just Colombia. In Venezuela, the same instance. Ven
ezuelans are not allowed to have money abroad, and if they do they
are supposed to pay taxes on it, but yet all the banks market that.
Argentina, Brazil, the same.
Senator Kerry. So what do we do about this? I mean, here we
are— is there any way to restrain that? Or are we swimming up
stream eternally on this whole subject?
Mr. Bilgrami. Well, my personal opinion is that the indictment
against the bank went a long way to at least putting emphasis on
this area. I know for a fact that—for example, I was not aware of
the exact liabilities involved with the law, personal liability of
going to prison, for example. None of the bankers were very famil
iar with this until the indictment. We never had any conferences,
nor from the regulators nor from the auditors nor internally.
However, after the indictments, in Miami itself there were about
40 conferences within 3 months. So most of the employees of the
banks became aware of the personal liability involved in a situa
tion like that. So that went a long way of educating bankers.
But until the drug problem is solved where the cash is generated,
it's generated in the States, I think your committee yourself said
this, $100 billion, and it's the cash which is generated in the States
which goes into the banks. Those banks which have a lot of
branches are the ones who are involved in the money laundering.
But it is an international problem that goes hand-in-hand with the
drug trafficking.
Senator Kerry. Senator Brown.
Senator Brown. I am intrigued with your comment. That is a
very shrewd observation that goes to the core of our society. I
would be interested also in your views on how big an advantage
you feel it is for a bank to be willing to engage in the practices
BCCI did. Would you say it is an enormous competitive advantage?
Slight? How would you gauge that in terms of attracting business
and developing profits?
Mr. Bilgrami. The difference between BCCI and other interna
tional banks is that BCC did not have a home base. Most interna
tional banks have a home base where they can try to tap into
retail deposits. With BCCI it was different because not having a
home base, BCCI exclusively devoted energies toward flight capital,
the term, if I may use, and that is why there is more emphasis
within BCCI toward this area than other banks.
Is that what you were asking? I'm sorry, I was not—I didn't un
derstand the question.
Senator Brown. No, I think that is a good observation because
you have helped us understand the focus that BCCI had in develop
ing their philosophy. But would you say the perception is that ca
tering to flight capital is significantly more profitable than the
standard banking business?
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Mr. Bilgrami. Oh, yes. Definitely so. For all international banks,
flight capital is very profitable because people don't tend to bother
with their money once it's out. So you can generally tend to do
what you feel like with it and give less interest or charge more fees
because the fact that they shy away from communication, they
generally don't tend to come into contact with their bankers that
often than, say, a U.S. citizen living in the United States with his
bank in New York.
Senator Brown. Obviously, the whole banking system BCCI put
together through the chain of banks has collapsed, causing billions
in losses. Are the losses that resulted the result of theft, the result
of losing operations from the banking side, banks not being well
run, or are they simply the result of the illegal activities and the
loss of confidence? What would you describe as the source of BCCI's
significant losses.
Mr. Bilgrami. From the information that I have come across
subsequently, after the arrests and indictments and my prison
term and all the news, and during the time that I was in the bank,
I was under the clear opinion that the losses which were incurred
were really because of four reasons.
One was the grandiose designs of Mr. Abedi, that he was so in
terested in expansion all the time. That incurred a lot of expenses
which could not be really generated through profits.
The second area was that that expansionist idea of his meant
creating a lot of insider loans which would not be funded because
the interest was not being paid and there was not enough profit
coming in in the later years to pay up that interest.
And last, the bank initially started from the Middle East, where
it was very profitable. Most of the Arabs there at that time were
not very sophisticated investors. So a lot of funds were left interest-
free in accounts. So initially, the bank had a very good base. That
dried up by the 1980's, because the Arabs themselves became much
more sophisticated and they started using other institutions.
So that market dried up for BCC. And BCC was left with a
market in the Third World which was very profitable, but BCC
could not convert those profits into hard currency because most of
these countries had exchanged controls. Plus if you did that, there
was withholding taxes about 50, 60 percent. So BCC had a lot of
expenses in Europe, where there was not any profit being made,
and the United States, and it was just shrinking. And that is why
all these profits had to be created.
Another reason was that Mr. Abedi didn't want money from the
shareholders because that would dilute his power and he had to
create all these fictitious loans. This is my personal opinion.
Senator Brown. Were the restrictions on the export of capital
from Third World countries where they had made profits a signifi
cant factor?
Mr. Bilgrami. I can only give you one example. In Colombia, for
example, we did make profits but we could never repatriate them
because it would mean 50 percent withholding tax, first, and when
you repatriate them because of the devaluation, they were not
really worth anything.
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Senator Brown. There is a touch of irony here, a banking scam
that is able to repatriate illegal funds from all over the world but
unable to repatriate their legitimate profits.
You mentioned the drug trade and the source of flight capital as
a core cause when the chairman had asked on thoughts about how
to control a banking scam like BCCI. Are there controls with
regard to the U.S. banking system that you think would be helpful
in controlling drug money laundering and other criminal uses of
the banking system?
Mr. Bilgrami. Sir, I think it has to do with morality more than
anything else, because unfortunately, money doesn't have many
morals, and that is why you have flight capital. It started from the
French Revolution, and subsequently it has mushroomed into a
huge amount of money.
So here you are asking is whether a banker asks a client where
he got his money from. Although I understand the regulations say
that, that all bankers should do that, but from my personal experi
ence, at least in 1988 and from my exposure with other bankers,
most of us tended not to ask that because it meant, in most in
stances, it was obtained through means which were not totally
clear. And when you are talking about obtaining a deposit of $20
million, you tend not to ask too many questions.
A classic example would be Mr. Marcos when he had money in
Morgan, $60 million, I don't think Morgan Guarantee asked where
he was getting the money from. So from that instance, I think
that's the main problem, whether money has any morality.
Senator Brown. You, I am sure, have heard rumors that have
abounded of late of the circulation of large amounts of forged cur
rency overseas, forged U.S. currency being circulated international
ly, particularly in the Third World, rumors that it could well come
from a country in the Middle East. When BCCI received large de
posits of cash, were you concerned that these deposits might con
tain forgeries? How did you protect against forgery when you re
ceived large cash deposits?
Mr. Bilgrami. I personally was not involved in receipt of cash
very often, but in most instances when cash was received, for ex
ample, in Panama or in Miami to a limited extent, we had these
counting machines and detectors which can detect forgeries. That
is the only way a precaution was taken.
Senator Brown. To your knowledge, counterfeiting was not a
major problem, at least at that time?
Mr. Bilgrami. No, we never came across that.
Senator Brown. Thank you.
Senator Kerry. Thank you very much, Senator Brown. I think
what we are going to do is take a 40-minute recess and pick up
with Mr. Awan after the recess. He should not take more than 45
minutes or so. I think it will be a fairly brief testimony. So we will
recess until 2:30.
[Whereupon, the hearing was recessed, to reconvene at 2:30 p.m.,
the same day.]
Senator Kerry. The hearing will come to order. Mr. Awan, if I
could ask you please to rise so I can swear you in. Thank you.
Would you raise your right hand.
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Do you swear to tell the truth, the whole truth, and nothing but
the truth, so help you God.
Mr. Awan. I do.
Senator Kerry. Thank you. If you would identify yourself,
please, your full name.

STATEMENT OF AMJAD AWAN, FORMER MANAGER, WASHINGTON
REPRESENTATIVE OFFICE, INTERNATIONAL BANK OF CREDIT
AND COMMERCE, FEDERAL PRISONER; ACCOMPANIED BY
JOHN P. HUME, ESQ., PERKINS COIE, WASHINGTON, DC

Mr. Aw an. My name is Amjad Awan, A-w-a-n.
Senator Kerry. Mr. Awan, what is your status currently?
Mr. Awan. Currently I am a Federal prisoner.
Senator Kerry. I am sorry, could you speak up a little bit Bring
the microphone a little closer and thank you.
Mr. Awan. I am a Federal prisoner at this time.
Senator Kerry. Where are you currently a Federal prisoner?
Mr. Awan. At the Federal prison in Myland, MI.
Senator Kerry. And you are serving a sentence for what?
Mr. Awan. For money laundering.
Senator Kerry. Is that money laundering in association with
BCCI?
Mr. Awan. Yes, sir.
Senator Kerry. When were you sentenced?
Mr. Awan. In July—in November, 1990.
Senator Kerry. And how long is your sentence?
Mr. Awan. 12 years.
Senator Kerry. Now if you could just give us little bit of your
background, Mr. Awan, we would appreciate it. You were born
where?
Mr. Awan. I was born in Pakistan, sir, in 1947. I was educated
there and I started my profession of banking in Pakistan. Subse
quently I worked for several banks. The last bank I worked for was
BCCI.
Senator Kerry. Now at some time did you become a political ref
ugee and leave Pakistan?
Mr. Awan. No, sir, not exactly. But I did leave Pakistan. I was
not exactly a political refugee, but I did leave Pakistan.
Senator Kerry. And did you become a British citizen?
Mr. Awan. Yes, I did.
Senator Kerry. When did you become a British citizen?
Mr. Awan. I believe it was 1976.
Senator Kerry. At that time were you working for a bank.
Mr. Awan. Yes, sir.
Senator Kerry. And what bank were you working for?
Mr. Awan. At that time, I believe I was working for the Interna
tional Resources and Finance Bank out of Luxembourg, but based
in London.
Senator Kerry. And would you share with us what your educa
tional background is.
Mr. Awan. I have a degree in economics from the Punjab Uni
versity in Pakistan.
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Senator Kerry. Your father was a Pakistani Ambassador. Is that
correct?
Mr. Awan. No, sir, he was not.
Senator Kerry. I am sorry, I thought he was.
Mr. Awan. No, sir. He was a government official but he was not
in the foreign service.
Senator Kerry. Now how did you first meet Mr. Agha Hassan
Abedi?
Mr. Awan. I joined a bank called the United Bank in Pakistan.
Senator Kerry. The what?
Mr. Aw an. I joined a bank called United Bank, of which Mr.
Abedi was the president. And sometime after I joined the bank I
had the occasion to meet with him.
Senator Kerry. You had occasion to?
Mr. Awan. To meet with him.
Senator Kerry. OK. And at some point did Mr. Abedi leave the
United Bank?
Mr. Awan. Yes, sir. United Bank was nationalized by the Gov
ernment of Pakistan.
Senator Kerry. So he decided to go out and start his own bank?
Mr. Awan. Yes, sir.
Senator Kerry. At that time did you join BCCI?
Mr. Awan. No, I did not.
Senator Kerry. When did you join BCCI?
Mr. Awan. I joined BCCI in December 1978.
Senator Kerry. And at that time you ran the main branch in
London, correct?
Mr. Awan. I was the marketing manager at the main branch.
Senator Kerry. BCCI was known as the immigrant's bank?
Mr. Awan. It was not really known as that, Senator, but it
was—it did business mainly with the immigrant community in
England.
Senator Kerry. While you were in London, did you have occasion
to be introduced to Manuel Noriega?
Mr. Awan. Yes, sir.
Senator Kerry. And did Mr. Noriega provide assistance to the
bank in obtaining a license in Panama?
Mr. Awan. Yes, I believe he did.
Senator Kerry. Did you have occasion, when you were associated
with BCCI in London, to become aware of special services that
BCCI would provide for people?
Mr. Awan. Yes, sir.
Senator Kerry. Such as what?
Mr. Awan. Apart from normal banking services, there were serv
ices provided to overseas customers of the bank who visited the
U.K. which included buying and selling of property, hospitalization,
schooling for their children, various things like that.
Senator Kerry. Now after a number of years in London you
wanted to have more opportunity and freedom to operate on your
own. Is that correct?
Mr. Awan. I did apply for a transfer, yes, sir.
Senator Kerry. And was there any other reason that you applied
for the transfer?
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Mr. Awan. I'd been in London for several years and I did want a
change.
Senator Kerry. So were you transferred?
Mr. Awan. Yes, sir.
Senator Kerry. To where?
Mr. Awan. I was transferred to Panama.
Senator Kerry. What was your responsibility in Panama?
Mr. Awan. I was the country manager for the bank in Panama.
Senator Kerry. Did you solicit business from Middle Eastern
businessmen when you were in Panama?
Mr. Awan. Yes, people of Middle East extraction who were
living in Panama.
Senator Kerry. Where you successful in obtaining business in
that way?
Mr. Awan. Yes, sir.
Senator Kerry. Did you engage in a considerable amount of lend
ing at that bank, or were you primarily focused on deposits?
Mr. Awan. The primary focus was on the deposits, but there was
some lending activity as well.
Senator Kerry. But it is fair to say there was very little lending,
that the branch was mostly deposit-oriented?
Mr. Awan. Yes, sir.
Senator Kerry. The goal of the Panama branch was really to
generate deposits, not so much to lend. Is that not accurate?
Mr. Awan. I would say that was the goal of most—most BCCI
branches.
Senator Kerry. And you had no authority to make loans over
$50,000, correct?
Mr. Awan. That is correct.
Senator Kerry. Did you understand your job to be to try to gen
erate deposits in order to assist London with resources it needed
for other BCCI needs?
Mr. Awan. That would be correct, yes.
Senator Kerry. Now what did you do to obtain the business of
General Noriega?
Mr. Awan. Over a period of time I contacted him on several oc
casions requesting him to do some business with our bank.
Senator Kerry. What did you know of General Noriega then?
Mr. Awan. I knew that he was the head of the intelligence serv
ices of Panama at that time.
Senator Kerry. Is that all you know?
Mr. Awan. I also knew he was a powerful figure in the country.
Senator Kerry. Did you know anything about any of his activi
ties on the side?
Mr. Awan. No, sir.
Senator Kerry. Now did you succeed in getting an account from
him?
Mr. Awan. In due course I did.
Senator Kerry. In what year?
Mr. Awan. I think it was 1982.
Senator Kerry. And in whose name did he open that account
with BCCI?
Mr. Awan. The account was opened in his personal name.
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Senator Kerry. Did he use the account for business or for per
sonal matters?
Mr. Aw an. For both.
Senator Kerry. Did he tell you that he wanted this account held
secret?
Mr. Awan. Yes, sir.
Senator Kerry. Did you insist on any kind of recordkeeping with
respect to this account?
Mr. Awan. Yes, I certainly did.
Senator Kerry. In what way?
Mr. Awan. Well initially when he gave me the account, he
asked—he told me that he would be giving me some funds which
should be available to him whenever he required.
Senator Kerry. How much money did he deposit with you?
Mr. Awan. As I recollect, the initial deposit was $100,000.
Senator Kerry. And what did that go up to, what amount of
money?
Mr. Awan. Ultimately it was in excess of $20 million.
Senator Kerry. Did you have any idea where a general in the
army in Panama was getting $20 million?
Mr. Awan. No, sir.
Senator Kerry. Did you think about it?
Mr. Awan. No, I had no reason to think or ask him about it.
Senator Kerry. Well what did your banking knowledge tell you?
Mr. Awan. I assumed these to be intelligence funds, which is
what he had told me when he opened the account.
Senator Kerry. We are going to have to—we are on the back end
of a vote here, so we will have to recess momentarily for this vote.
And I can assure you we will get back here as fast as the trains
will carry us. We will be right back and we stand in recess.
[A brief recess was taken.]
Senator Kerry. The hearing will come to order. Mr. Awan, you
continue under oath as sworn before and I apologize for the inter
ruption.
Mr. Awan. Yes, sir.
Senator Kerry. We were asking you questions before we had to
go and vote about the cash deposits that you held for Manuel Nor
iega. You said he kept about $22 million in this account.
Mr. Awan. Yes, sir. It was in excess of $20 million.
Senator Kerry. What year would that have been?
Mr. Awan. Up to 1988.
Senator Kerry. So between what period of time did you serve as
Manuel Noriega's banker, so to speak?
Mr. Awan. Between 1982 and 1988.
Senator Kerry. 1982 to 1988.
Mr. Awan. Yes, sir.
Senator Kerry. And were you constantly putting money in and
taking it out on his behalf?
Mr. Awan. Yes, sir.
Senator Kerry. Were deposits in cash?
Mr. Awan. They were largely cash.
Senator Kerry. Most of the deposits were cash.
Mr. Awan. Yes, sir. There were also some checks.



Senator Kerry. And in what sort of denominations were these
deposits made?
Mr. Aw an. They were normally large amounts.
Senator Kerry. Give us an idea. How much money?
Mr. Awan. $.5 million, $1 million, $2 million, $100,000.
Senator Kerry. And they were all in dollars.
Mr. Awan. Yes, sir.
Senator Kerry. And in what size notes? $100 bills, $20, $1?
Mr. Awan. I think they were usually $100 bills, large denomina
tions.
Senator Kerry. And how would he bring these to you? How
would you get this delivered to you?
Mr. Awan. There were two ways, normally. Either he would ask
me to come down to his office and deliver money to me, or some
body from his office, somebody from the defense forces, would come
to the bank and make a deposit.
Senator Kerry. Now when you—and when you say they would
come to the bank, what would they bring the money in? How were
they carrying it?
Mr. Awan. In a briefcase or a bag or in some sort of a container.
Senator Kerry. Now were you called on to make disbursements
on behalf of General Noriega?
Mr. Awan. Yes, sir.
Senator Kerry. What kind of disbursements did you make?
Mr. Awan. They were—I paid the expenses for several govern
ment delegations which were travelling. I paid for airline tickets,
hotels. Also personal expenses, credit card expenses, travel for his
family, for himself.
Senator Kerry. When you say travel for his family, travel to the
United States, travel elsewhere?
Mr. Awan. The United States and Europe, usually.
Senator Kerry. Now you knew when those disbursements were
being made, that those were not intelligence activities with his
family, correct?
Mr. Awan. Yes, sir.
Senator Kerry. So you knew he was spending personal money
out of this account?
Mr. Awan. Yes, sir.
Senator Kerry. Did you have any knowledge, at that point in
time, where any of that money came from?
Mr. Awan. Not beyond what I already said.
Senator Kerry. Had you heard at that time that General Nor
iega was involved in drug trafficking?
Mr. Awan. No, sir.
Senator Kerry. When was the first time you ever heard that?
Mr. Awan. I think the first time I heard it was when I saw a
report in the New York Times. I think it was 1984 or 1985.
Senator Kerry. Did it make you wonder about what he was in
volved in?
Mr. Awan. Yes, sir. In fact I was with him at the time when that
was published. And he was very upset at that particular report. I
did not question him about it.
Senator Kerry. Did you make payments to Panamanian politi
cians on behalf of Noriega from that account?
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Mr. Awan. Yes, I did.
Senator Kerry. Did you make payments in connection with the
1984 Panamanian presidential election?
Mr. Aw an. That is correct.
Senator Kerry. What kind of payments?
Mr. Awan. They were cash disbursements made to various
people that he sent to me with instructions to pay them a particu
lar amount. The amounts were usually in the range of $10,000 to
$15,000, maybe $20,000.
Senator Kerry. Did you make payments to any presidents of
Panama from the Noriega account?
Mr. Aw an. Not directly, Senator. But I did make one wire trans
fer.
Senator Kerry. And that wire transfer was to pay off a mort
gage.
Mr. Awan. Yes, sir, that is correct.
Senator Kerry. And that mortgage was President Espriella's
home. Is that correct?
Mr. Awan. Prior to the time that he had become president, yes.
He had just declared himself a candidate for presidency, and that
is the time the wire transfer was made.
Senator Kerry. What was the largest amount of cash that was
deposited at one time in this account?
Mr. Awan. I think the largest amount was $3.4 million.
Senator Kerry. On one occasion.
Mr. Awan. I don't recollect whether it was all cash. But from the
records I've seen, the largest single deposit was $3.4 million.
Senator Kerry. And did you have any knowledge of where that
money came from?
Mr. Awan. No, sir, I never asked.
Senator Kerry. Did anybody other than Noriega have control of
this account?
Mr. Awan. No, sir.
Senator Kerry. He was the only person who communicated to
you with respect to this account.
Mr. Awan. That's correct.
Senator Kerry. Did you report on this account to BCCI?
Mr. Awan. Yes, sir. It was in the knowledge of my superiors.
Senator Kerry. And were they pleased that you had secured this
account?
Mr. Awan. Oh, yes, they were.
Senator Kerry. And did they show that pleasure to you in any
particular way?
Mr. Awan. Well they didn't reward me for it, but they did tell
me that I had done a good job.
Senator Kerry. Now did you handle lending to any of Noriega's
business associates?
Mr. Awan. Yes, sir.
Senator Kerry. To whom?
Mr. Awan. I gave a loan to one of his associates by the name of
Cesar Rodriguez at General Noriega's behest, and the loan was
guaranteed by him.
Senator Kerry. And what about a Mr. Enrique Pretel?
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Mr. Aw an. That was not—he was an associate of General Nor
iega, but that loan was based on Pretel's own business dealings and
really had nothing to do with Noriega.
Senator Kerry. Did you provide them with lines of credit?
Mr. Awan. Noriega's associates?
Senator Kerry. Yes.
Mr. Aw an. Yes, sir.
Senator Kerry. And were those lines of credit secured by any
thing other than Noriega's promise to pay?
Mr. Awan. Apart from that one amount to Cesar Rodriguez, the
others were secured by the borrower himself.
Senator Kerry. So only Rodriguez's loan.
Mr. Awan. Yes, sir.
Senator Kerry. Was not secured.
Mr. Awan. That was secured by Noriega's promissory note.
Senator Kerry. When Cesar Rodriguez's loan went sour the bank
swallowed the note. Is that correct; it did not collect?
Mr. Awan. Ultimately that is what happened.
Senator Kerry. And it did not collect because it feared upsetting
General Noriega.
Mr. Awan. I would presume so, yes, sir.
Senator Kerry. Well I do not want you to presume. I want you to
tell us what you know.
Mr. Awan. When that loan was disbursed, when I took the sanc
tion for that loan I made it very clear to my superiors that when
the time came to collect this loan, I would not be the person who
would go and ask him to give the money back. So I was not really
very much in favor of giving that loan, but my superiors in London
did give the loan. And when it went sour, I personally did not
make any efforts to collect.
Senator Kerry. Now why did you leave BCCI's Panama office?
Mr. Awan. I was transferred from Panama by the bank.
Senator Kerry. Was there a reason you were transferred?
Mr. Awan. Yes, sir, there was a reason. There was a fraud in the
bank in Panama for which ultimately I took the blame. And be
cause of that particular loss that the bank suffered, I was trans
ferred from there.
Senator Kerry. And that cost the bank several million dollars.
Mr. Awan. Yes, sir. It was $3.7 million, if I recollect.
Senator Kerry. So they moved you to Washington, DC. Is that
correct?
Mr. Awan. Yes, sir.
Senator Kerry. To BCCI's office here.
Mr. Awan. That's correct.
Senator Kerry. And there you were to generate business in the
Washington area.
Mr. Awan. Yes, sir.
Senator Kerry. Now you engaged in joint marketing with First
American Bank. Is that correct?
Mr. Awan. That is correct.
Senator Kerry. What did you understand was the relationship
between BCCI and First American?
Mr. Awan. To my understanding, BCCI owned First American
Bank.
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Senator Kerry. And that was the way you operated at that point
in time?
Mr. Awan. Yes, sir.
Senator Kerry. Did you meet with First American officials?
Mr. Awan. I did.
Senator Kerry. With whom?
Mr. Aw an. I met with several of their top executives. Basically
those were more in the way of courtesy calls. But my marketing
efforts were in conjunction with somewhat junior officers of the
bank, of the level of vice president.
Senator Kerry. Well did you travel, for instance, to Mexico City
with First American personnel?
Mr. Awan. No, sir, I did not.
Senator Kerry. Did Mr. Bilgrami travel?
Mr. Awan. That was Mr. Bilgrami who traveled.
Senator Kerry. So BCCI officials did travel with First American
officials to jointly solicit business for First American and BCCI. Is
that correct?
Mr. Awan. Yes, sir. In fact, I did travel myself, but I traveled to
Los Angeles with one of the First American executives.
Senator Kerry. And you obtained the wire service UPI as a
client. Is that correct?
Mr. Awan. That is true.
Senator Kerry. That came from where, Mexico City?
Mr. Awan. There was a Mexican gentleman who had bought out
UPI, and we were able to obtain his account, or at least market for
his account since we couldn't handle it. BCCI could not handle it
itself; we decided to associate First American Bank with that ac
count. We would—BCCI would look after the foreign component of
the account, and the American component in Washington would be
handled by First American.
Senator Kerry. Was there any specific joint venture agreement
with First American, or any kind of written memorandum of how
you would joint market?
Mr. Awan. No, sir. I don't recollect seeing anything, any instruc
tions from my superiors in writing.
Senator Kerry. What were the instructions to you about First
American? I mean how did you come into contact with them?
Mr. Awan. My instructions were initially verbal instructions by
Mr. Abedi, who was the president of the bank at the time, to asso
ciate with First American and make joint marketing efforts. That
was told to me verbally by him.
Senator Kerry. Well what did that mean? I mean, when you
walk in the door to First American, why would they not say, who
the hell are you guys, we do not want to do anything with you.
How did they know who you were?
Mr. Awan. I assumed, and I was quite sure, that they knew of
the relationship between First American and BCCI.
Senator Kerry. Well, what made you assume that? What was
the evidence of that? Who told you who to contact, and what was
the response when you contacted them?
Mr. Awan. I believe I contacted Mr. Blank, who was at that time
the head of the international division.
Senator Kerry. What did you say to him?
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Mr. Aw an. I told him that I had been instructed by my superiors
to help you out and see if we can do any joint business. And he
then referred to me—me to his subordinates. What instructions he
gave them, I don't know, but
Senator Kerry. Well, what was their reception of you when you
were in touch with them?
Mr. Aw an. It was a very good reception. It was—no questions
were asked.
Senator Kerry. Were there any questions asked when you told
them Mr. Abedi had said you should contact them? Was it your im
pression that Abedi had already talked to him, or somebody had,
and that he knew he was working with you?
Mr. Awan. That was my impression, yes.
Senator Kerry. So this was an already cemented relationship in
your mind?
Mr. Awan. In my mind it certainly was.
Senator Kerry. And there was no need to describe it or to work

it
;

you just went to work on doing the joint business. Is that cor
rect?
Mr. Awan. That's correct. That is correct.
Senator Kerry. I am going to let my colleague ask some ques
tions on some of these areas, but let me just come back to one area
of importance to the committee.
In the summer of 1988 we issued a subpoena. In fact we subpoe
naed you, Mr. Awan.
Mr. Awan. Yes, sir.
Senator Kerry. You recall that?
Mr. Awan. Yes.
Senator Kerry. And we issued a subpoena for records regarding
Noriega and BCCI's Panamanian and Colombian clients.
Mr. Awan. Yes, sir.
Senator Kerry. You are familiar with the circumstances sur
rounding that, are you not?
Mr. Awan. I am.
Senator Kerry. Where were you when the subpoena was issued?
Mr. Awan. I first came to know of the subpoena while I was in
London. And I was told by Mr. Naqvi, who was president of the
bank at that time, that a subpoena had been issued for me. I hap
pened to be in London for a marketing conference that was
Senator Kerry. Had anybody told you to go to London?
Mr. Awan. Yes, sir
Senator Kerry. To avoid the subpoena?
Mr. Awan. No, that was a regularly scheduled marketing meet
ing that I attended.
Senator Kerry. So when you arrived in London, what was the
response in London to subpoena?
Mr. Awan. I was asked to meet immediately with Mr. Naqvi
when I arrived in London, which I did. And he asked me if I had
any knowledge of a subpoena being issued to me. I told him I did
not. He then told me a subpoena had been issued, and asked me
whether I personally had any sort of records of General Noriega in
Miami. I told him I did not.
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Senator Kerry. How would it be that you would have no records
of General Noriega in Miami? Were you not banking for him in
Miami?
Mr. Aw an. Yes, sir, I was. But the accounts were maintained at
that time in London.
Senator Kerry. And you had no records whatsoever in Miami?
Mr. Awan. I had no records. What used to happen was that
when I travelled down to Panama, the records would be sent to me
and I would take them down to General Noriega to hand them over
to him. But nothing, no books were maintained.
Senator Kerry. Why were the records kept in London?
Mr. Awan. That's where the accounts were maintained.
Senator Kerry. So the accounts were maintained in London. And
what were you told relative to this committee's subpoena?
Mr. Awan. I was just asked, as I said, whether I had any records
for General Noriega in Panama. I told them that I did not.
Senator Kerry. Did Mr. Naqvi tell you not to return?
Mr. Awan. No, sir.
Senator Kerry. With respect to any documents, were you in
structed to do anything?
Mr. Awan. I was asked to gather the documents which were re
quired which pertained to be personally, which were my travel
records and my telephone records, and have them ready.
Senator Kerry. Any other documents?
Mr. Awan. No, sir. I was not told to.
Senator Kerry. What about the Noriega documents?
Mr. Awan. I was not told to do—I was asked in London at that
stage, or maybe a little later, to consolidate the Noriega documents
in London and give a copy of those documents to Mr. Naqvi, which
I did.
Senator Kerry. Were you instructed to mark them in any way
particularly?
Mr. Awan. That was not at this particular stage, sir. It was
much later.
Senator Kerry. At a later stage.
Mr. Awan. Yes, sir.
Senator Kerry. And what happened at the later stage?
Mr. Awan. Later, I think it was late August or maybe Septem
ber, I was asked to get those documents from Mr. Naqvi's assistant.
Senator Kerry. The documents about Noriega.
Mr. Awan. Yes, sir.
Senator Kerry. Which were the subject of our subpoena.
Mr. Awan. These were the London documents.
Senator Kerry. Yes, but we had subpoenaed all documents
having anything to do with Noriega from BCCI, had we not?
Mr. Awan. Yes, sir. Yes, sir.
Senator Kerry. And those documents you were instructed to
gather together, correct?
Mr. Awan. Yes, that is correct.
Senator Kerry. And what were you instructed to do with them?
Mr. Awan. I was asked to arrange them in chronological order,
put them in a file, and give them to Mr. Naqvi. I was also asked at
that stage by Mr. Altman, who was present at that meeting, to
mark them attorney work product.



705

Senator Kerry. Attorney work product.
Mr. Awan. Yes, sir, which I did. And I returned to—returned
those documents to Mr. Naqvi.
Senator Kerry. So you marked documents about Noriega's bank
account as attorney work product?
Mr. Awan. Yes, sir.
Senator Kerry. Did you know what the phrase meant?
Mr. Awan. I had no idea what it meant.
Senator Kerry. You marked them, in fact, confidential attorney
work product, did you not?
Mr. Awan. In fact I marked them attorney word product, be
cause I'd never heard this phrase before and I misheard.
Senator Kerry. Each file folder was marked that way on the out
side. Is that correct?
Mr. Awan. Yes, I believe there was—there may have been two
folders.
Senator Kerry. And these were copies of Noriega's originals. Is
that accurate?
Mr. Awan. There were some originals and some photocopies.
Senator Kerry. Did you receive further instructions from Mr.
Naqvi?
Mr. Awan. On that particular visit I was asked not to return to
the United States, and that I'd been transferred to Paris.
Senator Kerry. By Mr. Naqvi.
Mr. Awan. By Mr. Naqvi. And that I should report to Paris in
stead of going back.
Senator Kerry. What did you do?
Mr. Awan. I did, in fact, come back to the United States, and
resigned from the bank.
Senator Kerry. And resigned from the bank.
Mr. Awan. Yes, sir.
Senator Kerry. And it was at about that time that you did, in
fact, meet with staff from this committee, is it not?
Mr. Awan. That is correct, yes. I had met them earlier as well,
but I was meeting with the staff.
Senator Kerry. But you again came back and met with staff of
the committee?
Mr. Awan. That's correct.
Senator Kerry. Were you told to cooperate with the committee?
Did the bank officials instruct you to cooperate or to not cooperate?
Mr. Awan. They did not specifically say anything one way or the
other. But my understanding was—when they told me not to go
back to the United States and go to Paris instead, my assumption
was that they did not want me to talk or cooperate with the com
mittee.
Senator Kerry. Senator Brown.
Senator Brown. Thank you, Mr. Chairman. I did not know if the
concern over the attorney work product classification was because
it was an oxymoron, or simply because of the phraseology mixup.
You mentioned that the records with regard to Noriega's account
were maintained in London.
Mr. Awan. Yes, sir.
Senator Brown. Not in Panama?
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Mr. Awan. Let me explain that. The account was initially
opened in Panama in 1982. General Noriega's request to me at that
stage was that this should be kept as confidential as possible, and
that he did not want any of the Panamanian staff of my office to
know anything about this account.
Consequently, I opened the account—I opened it as a numbered
account, or what we in BCCI called a manager's ledger account, to
which all staff members did not have access. It was a very limited
access and the account name was not known to any of the regular
bank staff; it was just a number. This continued for several
months, maybe even a year.
General Noriega was always concerned about the confidentiality
of his account, and at some stage I suggested to him that we should
transfer this account to London, because it would be far more confi
dential there and there was no way any Panamanian staff mem
bers would have access to it. So the account was, in fact, trans
ferred to London and maintained there.
Senator Brown. And after it was transferred to London, there
was not even a numbered account in Panama?
Mr. Awan. Nothing remained in Panama.
Senator Brown. Nothing remained in Panama. Would there not
have been some records left over from the time at which there was
a numbered account, no?
Mr. Awan. Yes, sir. All the bank documentation during that
time would be there. But it wouldn't show General Noriega's name;
it would just be a number.
Senator Brown. When the subpoenas called for records of Norie
ga's accounts in Panama, did you not indicate that you replied that
there were not any, or you were not aware of any?
Mr. Awan. I was only asked whether there were any records in
Miami. I was not asked about Panama. Because in fact there were
records there, as there were in London. But in Miami there was
nothing.
Senator Brown. And even though you were aware of the num
bered account in Panama from previous years and aware of the
records in London, you seemed to have responded in the negative
on that?
Mr. Awan. Yes, sir. I was aware of those records, as my superi
ors in the bank were.
Senator Brown. You were with Noriega, you mentioned, when
he found out about the drug charges.
Mr. Awan. Yes, sir.
Senator Brown. You described that he was upset.
Mr. Awan. Yes, sir.
Senator Brown. Could you add anything to that? Do you remem
ber any of the specifics of what he said or details of how he react
ed?
Mr. Awan. I only remember that we were travelling together
from New York to Andrews Air Base in his aircraft. And he had a
copy of the newspaper. He acted agitated. He didn't talk much to
me; he was talking to the other members of his staff. But he was
certainly agitated. He was upset. I didn't ask him any questions
about it.
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Senator Brown. Did he make any inquiries of you with regard to
records or accounts?
Mr. Awan. At that stage, no, sir.
Senator Brown. At that point?
Mr. Awan. No.
Senator Brown. Did he make inquiries later on with the intent
of asking whether information might be available from the bank
that could verify his activities?
Mr. Awan. He had expressed a desire in early 1988 to close the
accounts in London and to get the money out of BCCI. Because he
did say he was concerned about the money being subject to seizure.
So at that stage he did express some concern about it.
Senator Brown. From your activities at the bank, I take it that
you know Mr. Altman?
Mr. Awan. Yes, sir, I do.
Senator Brown. Have you had conversations with him?
Mr. Awan. I have.
Senator Brown. Did he at any time in those conversations make
reference to this committee or its inquiry?
Mr. Awan. Yes, sir. At the stage that the subpoena was—had
been served, I had two, maybe three meetings with him at that
stage where he—one meeting I recollect was in Washington, DC, at
his office. Another was in Miami when he came to check on the
records that the bank had collected. And he and some of his col
leagues interviewed me at that stage, again asked me whether I
had any records in my possession in Miami, which I told him I did
not.
Senator Brown. Did he, at any of these meetings, indicate or
give you an indication of whether he intended to cooperate with
the committee, or what kind of attitude he had in complying with
this committee's inquiry?
Mr. Awan. I recollect at one meeting his saying that he would
play hardball as far as this was concerned.
Senator Brown. When he said he would play hardball with the
committee, what was your impression of what he meant; that he
would not cooperate?
Mr. Awan. My impression was that he would resist.
Senator Brown. In your activities in Washington, did you have
contact with a Sani Ahmed?
Mr. Awan. Yes, I did.
Senator Brown. And I take it he was in charge of protocol.
Mr. Awan. He was officially the chief representative of the bank
in the representative office over here, and he was my direct superi
or.
Senator Brown. Did you, during your tenure there— or did he, to
your knowledge, have any contact with political figures here in
Washington?
Mr. Awan. To my knowledge, no.
Senator Brown. For special loans or special favors?
Mr. Awan. I'm quite sure he did not. Because if he had, I would
have known.
Senator Brown. And as far as you know, there were none?
Mr. Awan. No.
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Senator Brown. There was none. Were there any political fig
ures that you worked with in connection with the bank?
Mr. Awan. I personally did not. I had maybe one—one or two
meetings with some political figures, but more or less on a social
basis. There was no specific meeting as such.
Senator Kerry. Here in Washington?
Mr. Awan. Yes, sir.
Senator Brown. Was there ever a discussion of influence or as
sistance or favors that political figures might offer the bank?
Mr. Awan. Never, not in my presence.
Senator Brown. I would be interested in any thoughts you have
or suggestions you have as to what kind of controls or regulations
or checks you would recommend to make the system work with
regard to controlling the flow of drug money or the money launder-

Mr. Awan. Well, this is a very vast subject, Senator. And the
amounts involved in this are colossal. From what one reads, it's in
the billions. Certainly in my experience I didn't see these kinds of
figures coming through our bank, but during my tenure in Panama
I knew there were several banks which were known in the banking
community as accepting drug funds.
Senator Kerry. What banks were they?
Mr. Awan. Mainly it was the Swiss banks, certain American
banks. There was nothing concrete, but these were rumors which
floated amongst the banking community over there. Commissions
were paid for accepting drug funds.
Senator Kerry. What was the going commission rate?
Mr. Awan. Well there two kinds of commissions, Senator. The
banks in Panama used to take a 1 percent commission on any cash
deposit in a large amount. So if you accepted—if the bank accepted
$1 million, they would take a 1 percent cut for cash handling. This
was a well known fact.
There were other brokers. Several brokers called on me and told
me that they could provide vast sums of money. They didn't say
they were drug funds, but they could give us big deposits if we paid
them a 1 percent commission, or sometimes 2 percent commission.
During my tenure, we never solicited funds from any of these
people.
Senator Kerry. Did you ever pay those commissions?
Mr. Awan. No, sir, because I did not solicit those funds. There
were several known brokers who used to go around various banks
and offer these services. I think the funds involved are so large and
the temptation for banks to accept those funds, because banks are
in the business of accepting money and lending it out.
The temptation is very great, and I really can't say what kind of
checks and controls I could recommend. With hindsight, maybe, I
could say now. But at that stage, certainly, I didn't think of any.
Because I was in the same market.
Senator Brown. Are there regulations against charging fees for
cash deposits, those kind of commissions?
Mr. Awan. At the time I was in Panama there were no restric
tions, there were no regulations for this kind of money. You could
deposit any amount of cash; you could take out any amount of
cash.
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Senator Brown. And I take it no reporting or disclosure require
ments?
Mr. Awan. No, sir, not at all.
Senator Brown. Was there anyone else that you had—I mean ob
viously to have a bank account as you had, or an account as you
had with Noriega that is kept secret?
Mr. Awan. Yes, sir.
Senator Brown. Where records are kept out of the country and
so on, is not the normal course of business. Anyone else? Are there
any other entities that you provided that time of secret bank ac
count service for?
Mr. Awan. Well I would say that numbered accounts were a fa
cility which the Panamanian banking system offered. And every
bank had a great deal of numbered accounts, as BCCI did. In addi
tion to that, if somebody came in and said that he wanted—came
into an international bank and asked for an account to be opened
in Luxembourg or Switzerland or wherever, that was a facility
which every bank provided. So there was nothing unusual about
that.
Mr. Brown. Do you see a lot of legitimate reasons why that kind
of practices, those practices, should be followed, other than simply
accommodating people who want to launder drug money?
Mr. Awan. Well, sir, as you know Panama is a tax haven. And a
large number of people used to put money over there for tax pur
poses. But it was a known fact within the banking market that
there was a lot of drug money as well.
Senator Brown. I just am wondering in my own mind why it is
our country would accommodate banking relationships with coun
tries that provide that kind of service?
Mr. Awan. It's my impression that every bank in possibly most
countries encourage flight capital. I remember reading a report
commissioned by Morgan Guaranty in 1987 which said that the
volume of bank deposits in South Florida from Latin America was
$83 billion. Some of it could have been flight capital; some of it
could have been drug money.
There's a large variety of reasons why people would put money
here. Because money flows to the safest haven, and a lot of money
was coming into the United States and being accepted into the
system here.
Senator Brown. Thank you.
Senator Kerry. Thank you very much, Senator Brown. Just a
couple of questions before we wrap it up here.
Mr. Bilgrami testified about the way he felt when the bank pled
out and left him and others hanging there. Were you surprised
that the bank took a plea?
Mr. Awan. Yes, I certainly was.
Senator Kerry. Had they told you otherwise?
Mr. Awan. The bank had certainly not told me, no. And I didn't
expect them to do that.
Senator Kerry. But the people representing the bank.
Mr. Awan. No, sir. My own attorneys told me that it was a possi
bility, but certainly not the people representing the bank.
Senator Kerry. Well what surprised you about the plea?
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Mr. Aw an. Frankly, I didn't think they'd leave us in the lurch;
they would continue to support us. And by taking a plea, they
pulled the rug from under our feet. Because what we were doing
was simply following the orders of our superiors at the bank.
Senator Kerry. So, in effect, the little guys who were following
the orders were left holding the bag while the bank took a plea and
walked away. Is that what you are saying?
Mr. Awan. Yes, sir. That's what I'm saying.
Senator Kerry. You were with BCCI from 1978?
Mr. Awan. Yes, sir.
Senator Kerry. Until 1988?
Mr. Awan. That's correct.
Senator Kerry. 10 years?
Mr. Awan. Yes, sir.
Senator Kerry. You were with Mr. Abedi for a while before that,
correct?
Mr. Awan. I worked in the same bank, sir. But I was a junior
officer and he was the president, so I didn't have of a—I certainly
knew him, but I didn't have much contact.
Senator Kerry. When did you first become aware that BCCI was
kind of a renegade bank doing its own thing differently?
Mr. Awan. The course of my stay in London, there were various
rumors which floated around that the bank was insolvent.
Senator Kerry. What years was that?
Mr. Awan. I would say 1979 or 1980.
Senator Kerry. So 1979 and 1980 you had this sort of insolvent
entity with all kinds of rumors around, and for another 8 years it
went on?
Mr. Awan. Yes, sir.
Senator Kerry. Lending and ponzying and scheming and de
frauding and buying illegally and doing all these things, correct?
Mr. Awan. It certainly went on, yes, sir.
Senator Kerry. Was it doing those things?
Mr. Awan. I was personally not aware of those. I was only aware
of the rumors which floated around at my level in the bank.
Senator Kerry. But you heard them all the time, did you not?
Mr. Awan. Yes, sir.
Senator Kerry. And you certainly were not unaware of why the
bank bought branches in Colombia, were you?
Mr. Awan. No, sir, I was involved to some extent with that par
ticular transaction.
Senator Kerry. So why did it buy the branches in Colombia?
Mr. Awan. It was the philosophy of Mr. Abedi that he wanted to
have a presence of the bank in every country of the world. And in
that connection we were always asked to identify countries—people
like me who were outside London, to identify areas where we could
open.
Senator Kerry. There could not have been much doubt about
where a lot of the dollars coming out of Colombia were coming
from.
Mr. Awan. Yes, sir, that is correct. But at the same time we
were also interested in several other Latin American countries
which I was working on myself.
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Senator Kerry. Understood. I am just addressing the Colombia
issue.
Mr. Awan. Yes, sir.
Senator Kerry. What does BCCI mean today, in 1992, to you?
What is the meaning of this?
Mr. Awan. To me it's an organization which I worked for and
which I thought was a very good organization, which left me in the
lurch when problems arose. That's my perception of it.
Senator Kerry. What does it mean, larger scale in terms of the
financial community and banking and accountability? Is there any
larger message here from your perception?
Mr. Awan. Yes, sir. The larger message is that there should be
more regulation, more control. There should be—the accounts
should be scrutinized better. The central banks should be more re
sponsible. The auditors should be more responsible to prevent a
thing like this.
Senator Kerry. Well you are smart fellow with an economics
background and you worked in London and you were living pretty
well, were you not?
Mr. Awan. Yes, sir.
Senator Kerry. Is there any way to get a handle on this, as long
as you have got these havens like Panama, the Caymans, Luxem
bourg, where you have a premium on secrecy and a premium on
attracting flight capital? Is that not going to create a disequilibri
um in the marketplace that just totally disadvantages law abiding
entities?
Mr. Awan. Absolutely. I agree with you, sir. Money will fly to
the safest haven.
Senator Kerry. So what do we do about it? I beg your pardon?
Mr. Awan. Money will fly to the safest haven.
Senator Kerry. Absolutely.
Mr. Awan. And it'll continue as long as these places remain
with the same laws.
Senator Kerry. Well who does it serve? Why are these places re
maining? The industrialized countries supposedly live by a differ
ent standard, and they are the principal investment areas of the
world as well as the principal banking systems, are they not?
Mr. Awan. Certainly?
Senator Kerry. Do they want this? Is that what it is? Are they
winking and, you know, sort of saying one thing out of one side of
the mouth but loving it out of the other?
Mr. Awan. I certainly believe that, Senator.
Senator Kerry. Why?
Mr. Awan. Because it is of advantage to them to have hard cur
rency coming into their areas. It helps their economies.
Senator Kerry. Well where would the currency go if there were
a system that had accountability? It still has to become productive.
It somehow has to be repatriated, does it not?
Mr. Awan. Yes, it does.
Senator Kerry. I mean it does not do a Colombian a lot of good
to be sitting with suitcases full of dollars.
Mr. Awan. Right.
Senator Kerry. They have got to get back in the system and be
laundered to become legitimate, to earn interest and create legiti
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mate entities which ultimately allow them to get out of the busi
ness and live on a yacht in the Mediterranean or the Caribbean
and hopefully live out their life, right?
Mr. Awan. Yes, sir. That is precisely why the banking havens
exist, because they accept the deposits and they recycle them into
the international money markets.
Senator Kerry. But explain to me and others who listen why it
is that the legitimate banking interests allow this to go on even
though it is anticompetitive with them.
Mr. Awan. Well we just have to look at the volumes involved,
Senator. I mean if you're talking of billions of dollars of illegal
money, they have to go to some banks and they have to certainly
go to some legitimate banks. And I personally have not seen any of
the legitimate banks sending this money away. They accept it be
cause it makes money for them. That's the business they're in, to
make money for themselves.
Senator Kerry. And I suppose, in fairness to them, they do it be
cause everybody else is doing it.
Mr. Awan. Absolutely.
Senator Kerry. So who can stop the circle? Can it be? Is this just
a pipe dream?
Mr. Awan. No, I think the responsibility is of the regulators and
the central banks. I think they can stop it. They have the mecha
nism to do that.
Senator Kerry. How?
Mr. Awan. By tighter regulation.
Senator Kerry. Does it make a difference in the United States
that you have to report cash deposits from $10,000 down?
Mr. Awan. In my opinion, no, sir.
Senator Kerry. Why?
Mr. Awan. Because you have all sorts of ways of getting around
it. Smurfing. Flying the money out physically to places like
Panama, and then it comes back legitimate to the Federal—to the
Fed in billions of dollars.
Senator Kerry. And that is what happens, is it not? Literally
suitcases and palettes and containers of money get taken out of the
country, and then it comes back in through other means. Is that
not correct?
Mr. Awan. It comes in through official means.
Senator Kerry. What do you mean by official? You mean
through the checking system?
Mr. Awan. No, sir. For example, Colombia. The Government of
Colombia allows anyone to walk into the central bank and ex
change dollars for pesos. The dollars are then put into the central
bank s deposits, packed, and sent to the Fed.
Senator Kerry. Sent back to the Fed.
Mr. Awan. And they are official reserves of the Republic of Co
lombia, and no questions are asked about that.
Senator Kerry. Well this committee has long argued—this is
why we passed some amendments known as the Kerry amend
ments which are sort of hanging out there. But the theory is that
until we get an international compact on this, we really are swim
ming upstream. I mean unless we pursue a major agreement be
tween nations on this whereby people are living by the same stand
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ard, it is very difficult to get other people to adhere to any stand
ard at all. And I think you have just confirmed that in your experi
ence.
Mr. Pharaon, do you know Mr. Pharaon?
Mr. Awan. Yes, I do.
Senator Kerry. Did you have dealings with Mr. Pharaon?
Mr. Awan. Not dealings as such, but I have met him on several
occasions.
Senator Kerry. What can you tell us about Mr. Pharaon's rela
tionship to BCCI?
Mr. Awan. I knew that he was a major shareholder.
Senator Kerry. A nominee, or major shareholder?
Mr. Awan. I knew him as a major shareholder. I knew nothing
of his nominee status until much later.
Senator Kerry. At this point I would like to insert several docu
ments into the record regarding Mr. Awan's testimony. Well, Mr.
Awan, thank you for your testimony today. We appreciate it. I
think it has helped to tie up some loose ends and complete the
record for the committee. And if there any subsequent issues, we
will get back to you. We know where to reach you.
[The information referred to follows:]
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TELEX FSTAMERtO
2*S*27FSTAM11«

UstAmerican
FIRST AMERICAN BANK, N.A.
INTERNATIONALDIVISION

May 27, 1986

Mr. Mario Vasquez Raha
President and General Director
Guillermo Prieto No. 7
Colonia San Rafael
Mexico, D.F. 06470

Dear Mr. Vasquez Rana:

It was a pleasure to see you and Mrs. Garcia again and to see your offices
in Mexico City. Further, I was pleased that you had the opportunity to meet Miss
Maureen McDonald from our International Department where she manages diplomatic
and personal banking relationships, and Mr. Akbar Bilgrami frcm the BCCI Miami
Office who has extensive experience working in Latin America.

It is encouraging to learn that your organization is sole contender to
purchase UPI , a fact confirmed further in an article in the Washington Post while
we were away.

As we indicated, First American would like to work with you and UPI in a
nirroer of different service areas, including cash management, credit accomoda
tions, investment management, and personal banking for you and your key executives.
In eacr., we believe our ban* offers unique capabilities with a level of attention
superior to our competitors. Commentsfollow on those serivices on which w^
would like to present specific proposals.

1. Cash Management

a) Concentration of Cash from abroad into international concentration
accounts anc eventually to First American Bank in Washington assisted
by BCCI's international network of offices. In this regard, Mr.
Dilcrami, Mr. Awan in the Washington office of BCCI, and their - ■
colleagues world wide will work closely with us.

z ! Lockbox
c j Controlled Disbursement
c ) Account Reconciliation
e ) Direct Deposit of Payroll
f ) Overnight Investments - sweep arrangement

2 Credit

a) Revolving lines of credit for working capital
b) Equipment loans or lease facilities
c) Loans for other purposes
d) Letter of credit facilities

740 15th Street N.W.. Washington. D C. 20005 (202) 637-6100
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./American

Mr . Vasquez Rana
Page 2

It is my understanding that you are planning financing of $14.0 million
more or less for computer equipment secured by cash collateral. We have a solid
reputation for competitive pricing which I believe you will find attractive.

3. Investment Management

Our Asset Management Department can assist in the following areas:

a) Managing the fund for unsecured creditors in accordance with the
bankruptcy court's ruling,

n) Managing and administering the pension fund for the benefit of
non-union employees,

c) Administering an ESOP for all employees to be funded with Class B
common stock.

c) Serving as stock transfer agent for Class E common stock.

I would like to point out the department's investment performance statistics
rar.-: it ir. the top 3% of the United States. Please see graphs attached.

4 . ?e rsonal banking

We offer ail types or" personal service including credit assistance for
executive relocation .

C" rajcr importance , the entire relationship of UPI will be under the super
vision oi Mrs. Schnict , Vice President who has considerable experience with
companies engaged in conmuni cat ions and publishing. Miss McDonald will handle
your personal account requirements. In addition, you have ready and on-going
access to the senior management of the bank.

At this point, we stand ready to respond to specific requirements and will
iocr. forward tc your response. -

Sincerely,

Barry W. Blank
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MEMORANDUM

ww Mr. Akbar Bilgrani 10 Mr. S.M. Shafi

location BCCI-LAR-Miami location BCCI -LAR-M lami

D---: August 8.198f> t

REf MKT/ 6154

f-jBjEC' Mr. Mario Vazquez Rafia-Uniced Press International

The above gentleman, as you are aware, was identified by Mr. Awan
and subsequently at his request I met the same in Mexico City
to pursue the possibility on personal banking. As follow up to
the meetings Mr. Awan arranged another meeting in Washington
with the undersigned and Dr. Calvo (who already knew Mr. Vazquez
before) to finalyze personal banking arrangements for Mr. Vazquez
and opening of accounts of l"PI with BCC branches.

Following major points were discussed:

!. Openir.t of L'?I accounts in countries where BCCI and L'PI
have offices '.23 countries;

-. BCC TC 1£ : oe no-inatec as official TCs for tenth Par: America
par.es

Mr. '.'azcjez Rs hi .r. =: r :e : '. _rer of UP] to immediately open
bank accounts with . In w.is connection. Mr. Ameer Sicc'iki has
nominate: ors-: c e r :r. L.T.cor ; c liaise with Mr. Awan m this
a s oe : : .

Mr. Vazcuec a;reec to sucoort our bid to be official TC Vencor an
in this connection we ?poke to Mr. Ameer Siddiki who suggested th.
the natter b* taken up by Travellers Cheques Division with Visa,
who ar-. els. oicir.z t o be also sponsor for the games.

A; retarcs ; o personal depos its there is a maturity of L"SS 22 M
in r.id-Octobi-r an; Mr. Vazcuez Rafia has agreed to consider piacir.
with us a cer.s i cor able cart of this deposit on maturity. It is
worthwhile to note that Mr. Vazcuez had complained about the pett
of sone American Banks with reference to charges on checkbooks, e
In this connection. Mr. Awan's suggestion of providing a 3CC
Gold Care (free oi costs) and a BCC desk watch was conveyed to
Mr. Siddiki who kindly agreed to send the same to Mr. Awan to be
delivered to Mr. Vazcuez next we.ek alongwith the account opening
forms for a.n account to be openec at BCC Miami and/or Nassau.
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Mr. S.M. Siiaf;
rage 2
MKT/ 615-

Ue r.3d agreec with Nr. Vazquez to meet with him at Che soonest,
jr.: j;i :;;our.: opening forms and other
information, we snail meet with him at the end of next week to
finalyze the matter.

Be st regards.

.Liu,
i

Akbar Bi 1grai :
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FIRST AMERICAN BANK, N.A.

Suim P.Sc.i.-.:c:
VietPrtiiatni
re::; £37-e::£

July 22, i

lanage*

— iJJ . Sires:, KXT.
Wasninctcr., G.C. 20C0£

Let' Mi *e :

Please fine enclosec a proposal for Unitsc Press International's inter-
natior.a" anc dcxestic casr, management business. In this proposal we have
trie: iz ewe yea a" iaea of what we could do for your comoany and have maoe
seme reccrr^ercatic.ns regarding procedures and mechanics which appear to make
sense .

Sir,;; tSci ere still a numoer of issues to be resoived this' proposal
is oes".:-.ec to :e a cis..ssicr, oocur.ent wnich we can refine to suit your
neecs mors- spec i f i cs" ly as we learn more about your recui reme.nts . There
fore, vie wouio like to scnedule a meeting with you or. Friaay to review with
you yc." cuestior.s ana ccmnie.nts. At that time we will be able to give you
more gu:;a-,ce an; respeno to ycur concerns.

Sincerely ,

Susar. P. Scr.mict

Enclosure

C C 2
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FIRST AMERICAN BANK, N.A.

J'JU- 1986

;x;:jt:ve summary

first riT.e"' can se.-.n Is comn-itteo ana capable of providing cost
effective casn management se-vicas t.lat will be custo-iizec tc'x.eet your
s:ec: •"*.: r.eecs . Tre co; et" ves of tne cash management prccrar will be:

1. 7c maximize convenience
2. 7c provice for tre efficient concentration of fun;s
;•. T: recce or e"

:

r.ete many of the acministrative problems new
feceo Dy the cc-icany
• To previa a fr.c.n level of pe*sor.al service here arc srour.c t.ne
wo r ': c

This proposal aco-esses specific areas where First American Ban* offers
alternatives arc enr.ar.cer-.ent" to uPl's current casn management arrangement.
First Are-- can Ear.< believes tftat t.hrouc.r active discussion wit" UP! "we car.
arrive at tre test possible anc most ccmprenensi ve casn management prcgran.
Tris p-cg-a- will fees pn comesf.c ana ir.terr.eticnal collections, cor.cen-
trat:c- ,' invest.~e-.ts , a.-.c Disbursements.
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INTERNATIONAL CASH KMAgMEMT

. Firs: A-nerican Banx, N.A., in coooeracion with Its 4ffilia;e Earn* cf
Crecit arc Ccrrrierca Incarnat iona ! (SCCJ) and its extensive i nter.nitioria 1
correspcncer.t bar.k netwcrit, 1s preoarec to lltliHs." ar. Ircerr.ationa 1 CIS"
management program tc meat your ctrspe.v'J "*s:s.

1. £sts:lisr,i-.t Ea'.kir,; RgjKlcasalgj

Tne first rtsp we rieasMfle is chat UFI istislis.' bar.<ing reitc:cr.s.ni-.s
wic*. SCCJ fft t."W locations wnere they hive f;.'ll Service brans.ies
corresooncing witn your bureau locations, and that 'J?I establish the
remaining banking relationships with oor corresponoe.it banks in
countries where UP] is not already aoinc business wit." our correspcrc-
ent. Attaches is a list of UP I bureau locations whe-e you maintain
banking relationships ana the locations where BCCI maintains branci
locations (Exhibit i). In estaol i shi ng these accounts First America-,
3ar..<, N.A. weals assist yo1.1in the following areas:

J . The choice of a convenient and well-cstabl ishec banking institution
ke wcuio review your locations anc tne locations of our affiliate c
correspondent to help you fino a bank that is easily accessed. We
would also guide you to financially soune institutions with estab
lished reputations ana the ability to perform well.

2. Tne mechanics of ecenin: the accounts. We coulc r.ctify tne BCCI
locations wr.ere you wisn to ope- accounts by telex anc have the
accounts ope-.e: very quickly. We would tnen hive s".cni-ure cares
forwaroec to the local bureau and yourselves, as you requested.
Oar goal would oe to ensure that the appropriate signers are regis
tered on the accounts. We would also arrange for statements to te
sent te the location that you request on a monthly basis.

2. Tne cec one*", nc of local regulations regarding fceign exchange sr.z
trans :e "s ■ rnrocjn tne extensive woriowioe net«cr< of BCCI, we
wcu.c assist you when possible to release restricted funds. We nay
also advise ycu on exchange controls and regulations.

1'.. Cas." Concert rati :r

A't.ncucn we coulo retain the current structure which allows for cas". t:
be concentrated in tr.ree geoorepr.ic areas, we reccmr.ena tnat up I rec.'cs
to twe tne numoer of locations wnere cash is concentrated outside cf
the Unites. States. We recoiseenci retaining, the cash concentration• , •-- Hone Kor.c, at le,r" •-*►-•>"•. - - - <■— ■ •- -

tne Latin American funos in Washington. Funcs may oe trans* errec t :
your Latin American, bureaus directly from the Wasni nutcn concentration
account (c.xritit 2'.



723

Within t.nis irrinzsr.z".'. , we would propose to provice vc'u cr. a daily cr
wes'.":v oasis witr. a telexes repcrt cf tr.e oali.ncss ar.o tcctur.- ictlvlty
ir. Kss; ice~c ar.c- Lcr.ccn. Frss tr.e-e cii'v or w££.'.",y report! , ycur
Financial Kinegir etui: sexe a Crcisicr, wr.etr.er to recuest transfers ts
cr fr— tr.e C".ct"rit'iOn icco-jr.ts. He cou'ic notify First teericir. Ear.k
to Effect tr.j s.-IMfi.* or ta notify SCC: - Her,: Ken: cr £CC: - Lor.ccr,
rer.it tr.e fur.es t: tr.e Wasr.inctcn concentration acceu.-.c. Alttrntf Ivt'iy,
ECC" - Hcng Kcr.c ar.o EC- 1 - Lcncon cou'ig hive star.ci nc Instructions t:
rsr.-z i-.y i -.zs. ever ■arziir. urgetts fcc'ar.ce cacx to tne gsefn concen
tration icisar.t ir. Washington.

Since you maintain concentrati on accounts in Hong Kong end London, we
wcuic recemmene that flows of information as well as flows of funds be
routes tnrcucr. tnese concentration accounts. Transfers may be effected
ace quickly from tnese locations, principally due to the difference in
:s.nes oetwee.n Washington and the bureau locations.

If U?; wa.-.te: ts eliminate tne Hong Kong ano London concentration
accounts , however, arc route all transfers directly through Washington,
we would S« ao'.e tc assist you in arranging this system. At the present
tine, we recommend t.nat you continue using the concentration accounts tc
ailow for less di srjpticn.

We wcu'.c re::",e.-c t.-.at the balances in the non-concentration accounts
te pare: csw where possible. For example, at ANZ Bank in Australia,
the UP: office is maintaining balances over U.S. $100,000. Ir, the
lecatiers wre.-e there are restrictions on transfers of funds, we would
recocser.c that U?J try to match the income in local currency with the
expenditures in the local currency. For example, in Rumania where
excr.ange CS.'.trsls are very strict, UFI could negotiate to receive only
er.ougn Rur.*".i sr, leas tc cover the bureau's expenditures and the
re-.air.ee- 'unes would be in convertible currency. ~"

We have nctea aoove that information will be routed via telex. In the
case of Lore:', arc Hong Kcr.g where we would expect daily messages,
information are transfers woulc be routed via S.W. I.F.T. which'is a less
expensive -ressage system. If you would like, balance information for
-org korc arc Lonccr. coulc be repcrtec througn the same balance re^crt-
ir.c'syste- as url'S domestic accounts. More information about balance
re:c.-f-g fc".ov»s i". the comestic casn management services section.
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DC;i£";c CASH WAfjAGcMEiU SERVICES

Firs'; Aaericen Ban* offers cc-.cre.-.e.nsi vi Cis.i management services le
mere efficiently monitor ane control Ccm.sscic cash fie* arc integrate ir.car-
nat". cnal transactions as Mil. This int ecrsti c~ of Inforat'.lcn wiVi be cf
ex? rise ir.5crtir.ce to UP! is it begins to better coordinate lis wericwiee
flew of fjr.zs.

Tr.e services outlines off;- alternatives fcr cgsertic cslltstlciss cf
receivables, concentration anc investcsent of cizr,, ar,c dissurscsitnt cf all
cayac'ies. Tr.ese servicas allcw fcr ccr.csr.crac: en ar.: central -i-aclcr. cf
L'rI's Der.<ir.g ur.cer or.e roof ar.c eliminates ere nsec fcr E'-'lridfie sanies in
varies U.S. cities (Exhibit 3). Bank officers are close at hanc, reacy to
rescor.o, arc can keep UP! informed cf regulatory or tecnnol ogicsl chances
tr.at nay er'fect UP!'s overall operation.

I . Domestic Collections

First ;ne-ica.n Bank recognizes the need fcr UPI to utilize a receiva
bles collection system fcr the S7 million collected eacr month. We
reccmmer.d that a lockbox system be established for the collection of
the 2.0C0 domestic receivables through a Wasni ngton , D.C. post office
bcx arc possibly, a seconc collection site through a correspondent
Dar.K in a city where a concentration of receivaoles exists. A compre
hensive review of UPI's receivables is suggested to assess the
feasibility cf sue* an arrangement.

Tne lockbox collection system may be processed manually, as is cur
rently being done, or via automated processing. Automatec lockbox
processing would provide acCitional detail of all invoices receivec
anc eliminate the neec for UPi to keypunch this information into its
internal system.

A fjrtrer en.-iar.ceie it t: ycur collection system woulc be to expand tr.e
use of electronic Crafting of large receivable accounts via the
Automated Clearing House. This ensures efficient crediting of tne
receivables anc reduces processing costs. Information may be
conveniently exchangee from your Reston, Virginia processing site tc
our Restor. Operations Center locatea or. Campus Commons Drive. Botfl
tne lockbox arrangement anc the electronic drafting of your clients'
accounts would offer increased availability o* your oaily deposits arc
allow for timely concentration of your funds into one central account
at First American Bank.

] ; . Concentration of Funds and Reporting

Information regarding UPI's current account balance anc detailed
transaction reporting may be automatically transmitted to UPI's office
each norning. This would provide an accurate anc up-to-oate account
ing or UPI's current "sr, position.
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tier corning your Financial Manager may tsctSS & ledger and collected
balance, as well as any other Information Chit UPI deems Important in
manegin? tr.e flew of casn through the concentration account. The
ir.fcr-aticr. is availaole through a terminal anc may be access eo at
ycur own convenience asiss a Izrzt'. tr.it win bt cjscc-iiec t: -set

lnferr.i~icn regard nc U?!'s balances in trie rior.c Kong v.i Lew en
accounts c:ulc i'so be t.-c.-smitte: t: tr.e Wex.ilr.gzcn office. T.nis
cculc be ccr.e or a regular basis t: serve as ar. uocate cf t!?I's ex
position bct.i international ]y , at the regicr.il concentration emits,
ess ccmesticil Ijr. Tin's coi;ie bt cone en * ti',~\y or weekly itsis
decenoing or, u?!'s desire for tnis information. The Washington office
would t.nen be able to monitor tr.e international cash position of UPI
arc sake financial oecisions based on this cjrre.it information.

Once t.ne balance position has been obtained, the Financial Manager
will cecice wnetrer to invest the excess cisn. If an investment is to
be i r.i t i a12c , t-e Fi.isr.cicl Manage* may contact F'rst American BSfSs'i
Investment Services Center to obtain current and competitive rate
i.nfcrr.ation. Instructions for investment may be given at this time
anc tr.e transaction cwr.pl etec.

Ar. automatic overnight investment arrangement is also available for
investment of excess fjnas in the concentration account. First
American. Ber.s's Target Science Account allows for idle account
balances to be automatically investeo daily without the Financial
Manace-'s involvement into soecified sncrt-term investments. After
daily activity c- the concentration account is analyzed, all funds in
excess cf tr.e target arc in-clearing balances are automatically swept
into cverr.igrt investments - Repj.cnase Agreements and Eurodollar
Deposits .
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III. Investments
First American Bans offers a wide ranee of investment alternatives fcr
overnignt or snort-tera investments . These Induce r£:ur:,r,ase agree
ments , Eurocol 1ar currency aeccsits, certificates of cecosit , 'ccrr.?--
cial paper a.no Treasury securi'titi. A c=£c.-:'pr:'c.n cf eat.-. Jnvw ct.=.-.c
ve.i'clf fellers.

Bt£ar£iit£i Aereaaeni

A recurcr.ase acres-en:, which rsr-.-i ris a aininiss investment of
£100,000, is crea:=c wren the ban< sells a U.S. Treasury or agency
seiL'rizy from it- investse.it portfolio to a client with an agreement
to suy tr.e security oacx at z lexer site at a tret-.*?**: rite. W:'t.n an
cpen-ena repurchase agreement, the aaount of the repu.-c.hese agreement
and the rate are adjusteo on a daily basis. Confirmation is sent to
t.ne client whenever the repurchase agreement principal balance
chances. Interest is credited to the client's checking account once a
week anc a confirmation is sen:.

The U.S. CoverKBe.it Securities which collateralize your repurchase
agreement will te notec on our records and oetaileo in t.ne confirma
tion proviced a: the initiation of eacn transaction, unce- opinion of
our counsel, t.ne security interest in these obligations is protected
for a perioc of 21 days as is provides by the Uniform Commercial Code
9-304 (4). In addition, these securities are obligations accoroing to
the terms of cur repurchase agreement anc are held a: tr.e Fsde-a:
Reserve Ban* cf Richmonc for no other purpose.

T.ne rate cf interest on repurchase agreements is interna'. Iy gene.-atec
at tne bank anc usually changes daily - reflecting rr,ar<:e- conoitio.ns
and the availability of necessary collateral. The size of the tran
saction is also a factor in rate calculation, with repurchase agree
ments of over $1,000,000 commanding a premium rate at First American
Banks .

Ejrccci 1;" Oeccsi:;

Eurooollars are deposit liabilities denominated in U.S. collars, of
banxs. .located outside the United States. Euroocllar Deposits may be
ownec by indivicjals, corporations, or governments from anywnere in
tne worlc. Because tne Eurooollar market is relatively free of regu
lation, banks in tne Eurooollar mar<e: can operate on narrower margins
or spreaas between dollar borrowing and lending rates than can ba.-.xs
ir the United States. This allows Eurooollar deposits to compete
effectively with deposits issued by banks located in tne U.S.

The majority of money in the Eurodollar market is held in fixea-rate
time deposits. Tne maturities range from overnight to several years.,
with most of tne money in cne-wee* to six-month maturities. At First
American. Bank, N.A. Eurooollar deposits are maintained at c-jr Nassau
brancn.
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7ne rite cf interest or. Eurocol 1ars is internally generate: a* tr.e
tar.k ar.o usually changes caily - reflecting market conditions. Evrs-
c:lU: catosits greater tr.an Sl.CCO.CCC also c: sr. anc a premium rate at
F:.rn American Sar.*s.

Certificate' of Deposit

First American Ear.* als: offers certificates cf cetrsit with mar.-rity
catas cr, ce.-ci f icacas cf $100,900 or create.- ringing from 7 cays to
one yea- an: can fce rai lore: to seat a customer'* particular maturity
rs:-:r&-e.-.ts . Factors s.zr. ts tnt term ar.c icer.city of r.-ss i'-uinc
tan* Determine tr.e mar*£ia:ility ana yield cf tr.e certificate.

Tr.e rata of interest on certificates of deoosits is internally
eer.eratec at tne bank anc usually cnanges daily - reflecting mar*et
CC.ncitions . Certificates of deposit greater than $1,000,000 command a
p-eni.-T. rate at First American Banks.

T.-.e fCilowir.S investment venicles, cornmerci al paper and Treasury
set.wties , -.ay oe purcnasec by First American Banks on UFI's benalf.

Conr»e'ci a*. pare^

Ctrr.e-ci al pace" is ar. unsecurec promissory note issued by large
financial cr industrial companies in crcer to raise funds on a"shcrt-
term basis. In general, c-mr.ercTcl paper is available in denomina
tions cf SICC.GCC o- create1". Maturities on commercial paper ranee
frc-, c. e-r,igr.t tc 270 cays. Cheesing a proper maturity of commercial
papc is impcrtant since a wei 1-developed secondary market does not
exist .

Ccnre.'cial pes*." can be purcr.asec on eitner a discounted basis or on
a- i.-.:e_est bear'r.: basis. In eitne" case, a 2£C day basis is used
ans yielcs are ictrtical.

riras issuing ccm-.ercia i pape1- cctair ratines from at least one of
three servi;es, Heccy's Investors Service, St anc aro 4 Poor's Corpora
tion, a.-.d Fittr. Investor Service.

Treasury sills are snort -term colioatTcns of the United States Govern
ment. They are highly liauio securities anc a large, well -oroani rec
secsr.cary market exists. Treasury bills may be purchased frorr. a mini
mumce-.cr.:natvon cf SiO.COC us to SI, 000,000 in 'increments of SS.OOC.
7ne tills are sole cr a cisccur.ted basis and tne face amount is paid

Kevi c"er:ncs cf three anc si x-rort.r bills are mace eac.n week by tie
Treasu-.- . 7'--<iauction 's usual*/ concucted cr rioncay, with oel ive-y
arc |.a%r:e-t on tm fcllcw.r.c Tn.rsaey.
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Cor.tron.se Disbursement

ret:'-.: vears as i result of tet.n.-.clcgical cna.nces ir. corporate c:en-
tiens, First American Ec.-.:<has met c.nis cr.aVier.ee an: prrvices it;
customer wit* a state-of-the-art ci sours rr.ent se-vices.

First Aseri ice- Ea.-k's Cc.-.trsi lec Di seurseme-t Service ore-vices eur
custome-s witr. same cay information cr. cr.t e.xec~ amount of money

fxeount is maintained it Eastern She re Nit: cr.il ear.* in rocer-CKe City,
Meryl ane. Tne primary Objective Of Contrclle: Di soursement is to
iyeic icle balances in a d1 sours ement account enc to ioentify tne
exact daily presentments. Controlled Disbursement allows UP! to
determine its exact cash position early enougn in the morning to
invest in overrigrt money market instruments at attractive rates.

Eacn morning prior tc 11:00 a.m., the Financial Office would be tele-
pnenes wit.n tne total number and tne total cellar amour: of eneexs
clearing the disbursement account or that particular cay. First
Ame-ican the.' initiates a wire transfer to Eastern Shore National Sank
for tr.e total amount c: presentment arc in turn oeoits UPI's account
a: First i.T.e'ican Ba.n<.

Ease: or. recent customer experience, one acaiticra". cay's '".cat c"
eacr. cnetk witter r.as been realize: through Eastern Snore Natic-.il
can* .

Given that UP" issues approximately 3,000 checks monthly, First
Ane.'ica- Bank offers Account Reconciliation for the reconciliation o*
all checxs written during the month. With First American Ban<'s
assistance the reconciliation process for this disbursement account
can be simpl ifiee.

At month en: , all checxs paid during the mor.tr. ere sorted into
numerical orcer arc returnee to your office witr. your checking iCCOurt
statement. You will also rece've a report, either on hardcopy or
magnetic tare, listing all checks peic in serial nur.oer oroer an: tne
date each iterr *as paic.

we also offer an additional enhancement to Account Reconciliation. I*
UPI would choose to prcvioe'. First toie'ican Ban< witr. specific irfc-r.a-
t-.c.n or. tr.ose checks- issued during tne month, we can supply a resort,
acair, either on p.aro copy or magnetic tape, listing all checks paic in
serial nur.se" order , all cnecks issued ir. serial number oroer, ar.c an
outstancinc cr.ec< balance.
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Exhibit 1

As:- pi vis::"

E«T7.B (Sincccr.)
China (S«1jlRSJ
Taiwan (Tai:e')
Hong Kong

India (New Delhi)
Indonesia (Jaka'ta)
Japan (Tokyo)
Korea (Seoul)
Singapore
Pakistan (Karachi;
Philippines (Ka.-.iia)
Thai lane (Banckc<;
Australia (Sycr.eyj
New Zeala.-.c (Wellington;

BCC! (raccmir.enc closing Citibank
account ana maintaining account with
BCCI-Hong Kong)

bcc;

bcc:

see;
bc:;
bcc:
BCC! (wi".' seen o:e-. brar.cV

European C'ivis'c

Austria (Vienna)
Belciun (Br'jxelles)
Czechoslovakia (Prague)
Eulcaria (Sofia)
Denmark (Ccpeinacer;
Egypt (Cairo) BCCI

England (Lonconi BCCI

Finland (he 1sin*: )
France (Paris) BCC:

Germany (5o-.n; BCC! (in Frar.nfj-: £ Henssurg)
Greece (At "ens]
Guinea (Ccnakay)
Israel (Te* Aviv)
Italy (Rone)
Lebanon (Beirut;. ECC:

Morocco (Rabat)
Norway (Oslo)
Polanc (Warsaw;
Portugal (Lisocn; ,
Rumania (Bucharest!
U.S.S.R. (MOSCOW)
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:.*•;« : .-e .-
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Date of Cal 1 : 11/20/86

OFFICER CALL REPORT FORM

Name United Press International

Aacress K00 I Street , N.w.
i ;hi noton, D.C. 20 J05

Telepnone No.
principal ($) ,
Mario Vasauez Ran;

Jack Kenne-.

nTTTng uffice- 5. Scnmiat

Cal 1 Made On:

CI ient
Prospect

Type of Cal 'i :

Service
Sal es

Purpose To have Barry thank Mr. Vasouez
Rana for opening accounts at FABNA
Call Referreo by Shaw Pittman
Type of Business
S I C No.
Annual Sales

wire service
7351

S90.0MM (aporox.
No. of Employees
Other Banks Used

Naneis) of Other 3e.nr. Of f i cen {s; /Department! s) Servicing Account

1,500 (worldwioei
ASB, M Bank

BANKING SERVICES

Discussec (X)

c.:.

ACCOMPLISHMENTS

Sold Service
Review Credit
Resolves Problem
Left Door Open . X
Other

3LL0W-UP

Lszn nc 1 acain in about three mos.
l-ternationai Se-vices 1

i Date or Next Cal i : 2/198/
i

COMMENTS

u" "r.jrscay, 'iz i€" e~ tCtr., 1966, Maureen McDonald, 3arr> Blanr, ano I caileo on Url
tc t-anr Mr. Vasoue: Sara for ope~inc accounts witr. the bank. In addition, it was our
1 i::-*t to snoot r over tr.s u-pleascntness we experiences at tnc last meeting.
Specifically, it was 2ar-;'s joo to appease Mr. Vasquez Rana with reference to ou^
recuest that he ca$- collateralized all Drawings for UP1.

w;»ile the meeting was relatively proouctive, we dio not get any additional business
Out of it nor cio we resolve any raajor l'ssues. I oo, however, believe that Mr.
Vascuez Rana was pleased to receive the attention ana he told us to come back so that
we coulo keep up the dialogue. Tnerer'ore, 1 believe that we should continue working
witr, their financial people in the near term and plan to call on Mr. Vasquez Rana
acai- in aoout tnree months.

S. D. Schmidt

Distribution - C.
1' e
:ott C.mt ■c - Maureen Lord, Maureen McDonald.
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"Vlr *

7.2042 SCCRO HJ£ .

892251 BCCLNA G
ZC2C ATX368 0115 0115- IMM138
R0HX/T0:<BCC*<HK) LTD REP'OFFICE HONG' KOH
)02 -TLX' REF- L-DN 7451/D2E- 12. OS. 8fa"^002 -TLX' fi

CH8NDAR3TARKAR•TO MR-DIL'DflR H RI2UI/MR SUBHIR U IREHDRA/HR IS
££'ICC- REGIONAL OFFICE KONG KONG

■.*' . •• i j .'
-• _ '

UP I - UNITED PRESS INTERNATIONAL L |
••; .>.■•*.,

. TOGETHER WITH REUTERS AND ASSOCIATED PRESS;
'
UP I ARE ONE OF THE

'WQRLD.!$.'lH2EE-..Kfl.J0R WIRE SEPJ-'ICES PROUIDING NEWS STORIES AND
nNFORHSTTON "SLOE-ALTY'TO SUBSCRIBERS UIA- ELECTRONIC AND SATELLITE
^'TRANSMISSIONS..-

•

UP I HAUE RECENTLY. .SEEN TAKEN. OUER BY NEU MANAGEMENT WHO HAUE AGREED
^TO PLACE ITS ENTIRE US AND HEAD OFFICE BANKING PORTFOLIO WITH FIRST
"AMERICAN BANK, WASHINGTON AND ITS INTERNATIONAL OPERATIONS WITH

■» •*>•

^Si^S*^}-:. . • -'
. 'U., ... ..' ....f>'"

"

..WE SHALL" ADUT.S5 JN DUE COURSE THE MATUREIoF' YQUR. LOCAL RELATIONSHIP'
-AND -ARRANGE FOR YOU TO MEET KIT-ci "UPI 'S' LOCAL MANAGER TO DISCUSS
• OPERATION OF THE

ACCOUNT. *.
. "•■

..'jB-'k . ■ •

IN THE MEANTIME, KINDLY ARRANGE FOR 5 (FJUE) . SETS EACH OF LOCAL AND
FOREIGN CURRENCY. ACCOUNT OPENING FORMS'. TOj BE COURIERED IMMEDIATELY

iSUCH'WE ARE 'TODAY REQUESTING. . IHTERNAT-IONAUDIUISIOH IN LONDON 'TOrSET
•UP- TEST KEY FACILITIES" AND -EXCHANGE OF'CONTROL ■ DOCUMENTS BETWEEH'ALL
RELEUANT BRANCHES AND -.r IRST . A."iER I CAN- BANK , WASHINGTON.!

' "'" '

KINDLY NOTE THAT THE* L'NDERSIGNETj TOGETHER WITH MR BRYH OWEN WILL BE
ACTING AS BCC'S GLOBAL COORDINATOR FOR.JHE UPI ACCOUNT AND AS SUCH
REQUEST THAT ALL CORRESPONDENCE . BE ENDORSED* TO' CKD.

'
:.-

IN THE 'CASE 'OF BRANCHES- -HI TH! iflM J T,E'D YiCENCES , I.E.. -MERCHANT BANK,
FINANCE CO ETC, KINDLY ADUISE MR AWAN AND CMD EY RE TURN • -/TLX AS TO
WHAT TYPE OF -ACCOUNTS, IF. ANY,- CAN BE OFFERED TO UPI.

YOUR KIND ASSISTANCE AND PROMPT ACTION IN THIS 'HATTER WILL BE MUCH
APPRECIATED. V' .....

' ' "'

_

W ITH" KIND REGARDS •
'

. ;j ;

' ~ - * '

ABU R NIZAM

' '

CMD -CSO. ■

N;B.- THIS TELEX HAS BEEN SENT TO BOTH MARKETING ACCOUNT OFFICERS
AND COUJTRY MANAGERS.
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riMFORHflTTOHULOBflLl*Y*TO SUBSCRIBERS Ulfr ELECTRONIC AND SATELLITE
.^'TRANSMISSIONS ";

:

£up"i "hAUE RECENTLY-BEEN

■

TAKEN. OUER BY NEU iiflHfiGEMEHT WHO HAVE AGREED '.
•

£>TO PLACE ITS ENTIRE US AND HEAD OFFICE BANKING PORTFOLIO -UITH FIRST
'"'"

^AMERICAN BANK, WASHINGTON AND ITS INTERNATIONAL .OPJEP.flTIft.NS WITH

E^^^T/-.r.- •'
. .U

"

/.. •/ : • '!-!••
:""
V;:*.^

&JIE SHALL"? ADU1.SE '.UJ DUE COURSE THE NATURE -OF YQUR . LOCAL RELATIONSHIP*
MiNS ARRANGE FOR YOU 'TO MEET WITH 'UPT'S" LOCAL MANAGER JO DISCUSS
^OPERATION OF .THE ACCOUNT.

..
"*

..JM^ .; "J'.:*.. ■•■

'

.

'

I .IN THE MEANTIME) KINDLY ARRANGE FOR 5 (FJU.E) .SETS 1EACH OF LOCAL AND

f- FOREIGN CURRENCY- ACCOUNT OPENING FORMS'- TQj BE COURlE-RED IMMEDIATELY
ETO-NR.ANJAD'-AUAH IN ;BCC^:WASflINGT-QH~SiC-.jj ANS. ADUISE.vUS^B.Y TLX THAT

-

S/TheYaHAue been- sEHi&'rr.

' vara^ J • - .£

-■*' :

"■•! ■
'■ ' "-: ■ ■ ■- • ■ :'
1

KSgV '"i •
gHE^ARE PLEASED TO 'fiDLU.SE THAT-FCC" AND

'
U>I;».fl"RE .MUTUALLY- 'REPRESENTATED

'

SIN '3i- CENTRE'S'tJF A -TOTAL ORI GLOBAL COVERAGE OF .60 CGUNTRI/ES. lf\5& .': &

5SUCH WE ARE TODAY REQUESTINQ- INTERNATIONAUDIUISIOH IN LONDON *TOfSETV
'-UP- TEST KEY. FACILITIES" AND MEXCflflNGE OF' CONTROL -DOCUMENTS BETMEEN-'ALL

1

• RELEUfiNT BRANCHES AMD -.FZR.SJ. AMERICAN- SANK* WASHINGTON.:

/•KINDLY NOTE THAT THE* UNDERSIGNED TOGETHER UITH MR BRYN OMEN WILL BE
^ACTING AS BCC'S GLOBAL COORDINATOR FOR..JHE UP! ACCOUNT AND AS SUCK

"

V REQUEST THAT ALL CORRESPONDENCE . BE ENDORSED" TO" CMD.
■"■ ■ . .. >.-:■,■-

"IN THE 'CASE OF BRANCHES HI TH' L'IM. J tED LICENCES/ I.E. MERCHANT BANK,
~FINANCE: CO ETC, KINDLY ADVISE MR AN AN AND CHE BV RETURN ttflX AS TO
WHAT TYPE OF -ACCOUNTS, IF. ANY, CAN BE OFFERED TO UP!,

YOUR KIND ASSISTANCE AND PROMPT ACTION IN THIS "HATTER WILL BE MUCH
.'.APPRECIATED. "*

. "

.....

I WITH' KIND REGARDS

:.CH3 CSO*

/N.B. THIS TELES HAS BEEN SENT TO BOTH MARKETING ACCOUNT OFFICERS
AND COUNTRY MANAGERS.

SANCRECCM-L-OK-DOIJ

0121130386
1NNNN

'

•-892251 2CCLNA G

'^2 042 -StTCRO -HX '„
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BUSINESS CALL MEMORANDUM

DATE: April 18, 1986 LAST VISIT: y,/A

NAME: Embassy of People's Republic 15: : 328-2509

of China

ADDRESS: 2300 Connecticut Avenue, N.W. TELEX:

Washington, D.C.

OFFICERS CONTACTED: Mr. Li Konekui, First Secretary
Mr. Wei , First Secretarv

5CC CFFICF.F.5 ATTENDING: A-;, a: Avar , Washintton , D.C.

The- purpose c: the neetir.t was :c introduce First American Bank to the Chinese
Embassy to try and obtair their account . Mr. Barry Blank and Ms. Maureen
McDor.aic from First American, attended the meeting.

The Cr.irsese Embassy is one of tr.e larger diplomatic r.issions in Washington anc
has approximately 151 employees . The different sections in the Embassy , i.e.
political, military, education etc., maintain separate accounts.

This reetir.L was with officers c: the political section and was arranged by
Mr. Yang Jae Z'r.i who is the Ambassador ' s aide. The political section maintains
both current and fixed deposit accounts.

Mr. Li informed us that the Embassy current!', uses American Security Bank in the
D.C. area, ar.c that American Security provides the facility of a Chinese-speaking
of : icer tor them tc deal with. Mr. Blank informed Mr. Li that First American
is currentlv interviewing candidates with Chinese-speaking abilities and realized
that this was an important oart of the service to be provided. Literature was
presentee and Mr. Li will contact First American in the near future. He also
offered to introduce Mr . Blank tc tne education section which maintains a fairly
large account .
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Follow-up is primarily First American's responsibility and they have
invited Mr. Li and Nr. Wei to visit their offices for further talks.

BCCI Washington remains in contact with First American to proVide further
assistance if required.
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Bank of Credit and Commerce International
SOCIETE ANONYME
REPRESENTATIVE OFFICE
1667K STREET.NW WASHINGTON OC 20006

Pit*. :

April

Mr. Li Hongkui
First Secretary
Embassy of the People's
Republic of China
2300 Connecticut Ave., X.W.
Washington, D.C. 20008

Dear Mr. Li:

My sincere thanks to you and your colleague Mr. Wei for giving us the
opportunity to introduce cur friends from First Anerican Eank in
Washington, D.C.

I as hopeful that this initial neeting and exchange of information will
lead to the development si a mutually beneficial relationship between
the Embassy ar.c First American .

Because c: cur close relationship with First American, I am sure that the
tvo banks can provide a full range of domestic and international banking
services that will cover all your requirements.

We look fcrvard to vcrkir.z with you and Mr . Wei to develop this relation
ship and would be happy tc provide any further information that you nay
require. Please do not hesitate to call.

Vcurs very truly, _

Shahic

cc :
Ms .
Mr .
Maureen McDonald
Var.g Jse Chi

S:'.:ahk
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Bank of Credit and Commerce International
SOCIETE ANONVME

REPRESENTATIVE OFFICE
1667K STREET NW WASHINGTON DC 20005

May 19, 1986

Ms. Maureen McDonald
First American Bank K.A.
740 15th Street, K.W.
Washington, D.C. 20005

Dear Ms . McDonald:

Reference our effort to obtain the Chinese Embassy account in
Washington, D.C, I had the occasion to meet with Mr. Yang Jae Chi
this weekend. He had helped to arrange our meeting at the Embassy
last month.

I informed hi= of First American's continued interest and your
attecpt to employ a Chinese-speaking officer to handle their account.
Ke responded that he did not forsee any difficulty in obtaining the
account should you be successful in your hiring effort.

I thought it ^ight be useful to pass on this information. Please
advise if I can be of any further assistance.

Yours sincerely,

phone i2o;><636s:s TELEX 267622BCCIUR CA8LES BANCRECOM
.I SuixuioryofBCCIHel&nfifLuitmbourt$A
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DICUSSION PAPER

RELATIONSHIP WITH FIRST AMERICAN BANK

we are liasing closely with First American Bank in their marketing

efforts in the Washington area. Already a number of accountiof
individuals/corporations have been opened and a good beginning has

been nade on Embassy accounts (Brunei, Bangladesh, Guatemala, j"'- -iV
Pakistan, Panama). We hope to gear up this activity and make sub

stantial progress in the coming months.

In addition next week we are jointly calling on thirteen embassies

ir: Washington to get PL 480 business.

WOgLg BANK/IMF AND OTHER AGENCIES

A great potential exists in this field and we are already working

witr. tne World Sea-; for Nigerian business and with C.C.C. under

tr.eir GSM 102 prograr.. Siniiar opportunities are available at the
Zy.T, Ir. teramerican Development Bank, US Aid (PL .480) and ether

ager.cies. Contact; have been made and various projects are being

exa.Tir.ed .

i.l

DEPOSIT GENERATION

efrort; are to mobilise deDosits for other BCC office;

ar.d ir. ;or,e case; for First American Bank. During the last two weeks p *Ll ^-
r

V

tvrc arcur.t; of USS6I5 ,000. OD and USS590, OOO. OO were placed in London

ccntersic:: or representative- office to agency ( S
T > ^

Cculc only be beneficial o/'er a longer term period./ Initial ;tudie;
snow tr.it over the short ,xur. an agency in Washington may not be vi

able a_-.c re;ults could only be achieved over a period of two to three
year;. Ir. this context our relationship with First American aiso has
tt be kept in perspective.

OTHER POINTS

SUBLETTING HALF FLOOR.
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BCCI Washington Representative Office

MARKETING REPORT

The BCCI Representative Office in Washington, D.C. commenced operations
in its new premises in late 1984 and we are pleased to submit this
Marketing Report after the initial start up period.

The Representative Office consists of the Representative, one
international officer and two local officers. This office also
services the requirements of the special project group based here.
In addition, protocol requests from other regions/branches are handled
by us.

Keeping in view the purely supportive function of this Representative
Office, we list below the progress made by us during the period under
review.

1. WORLD BANK/IMF

We are continuing to expand our contact base in these organizations.
The Nigerian Fertilizer Loan project is being coordinated by us and
at the present time over VSS200 nil lion worth of Letters of Credit have
beer, opened.

Contracts are also being developed at both the operational ar.d executive
level at all the regional desks. Ir. addition, efforts are continuing
ar different levels to get BCC approved to open World Bank accounts.

:. PAN AMERICAN HEALTH ORGANIZATION

This is a subsidiary o: the World Health Organization headquartered in
Washington and we have been able to obtain the account of their
Colombian office foi Banco Mercantil in Bogota. PAHO also has offices
ail over the Caribbean and we are coordinating with Caribbean Regional
Office to get their accounts in Jamaica and Barbados, and also the
possibility of starting a depository relationship for their excess funds
ir. Miami.

3. U.S. GOVERNMENT AGENCIES

a) Considerable headway has been made with the Commodity Credit
Corporation of the U.S. Department of Agriculture. Both the Latin
America and Caribbean Region are now doing business with them and we are
in touch with them constantly in this regard. We are also forwarding on
a regular basis copies of their handouts to Central Marketing Division
and Corporate branch in London in an effort to centralize CCC business.

b) PL 480 business is being reported under item (4) below.
c) A report has already been submitted to CSO regarding U.S. Export

Credit Agencies and we are awaiting guidance on how to proceed in this
mat ter .
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2

U. FIRST AMERICAN BANK

All business that our own agencies in the U.S. are precluded from
handling is being passed on to First American Bank, and also those,
contacts who desire local bank accounts. The accounts worth mentioning
in this respect are the Ahmediyya Community Account with balances of
around US$1 million, Transview Travels Inc. with a monthly turnover
of around $100,000, Natalie Restaurant with a turnover of about $35,000
per month and the Bangladesh Embassy who have placed a Term Deposit
of over $1 million with First American. We are also trying to obtain
for then the account of Saar Foundation who opened an account in BCCI
London with S815,000 in addition to the $1.6 million they already have
on deposit with BCCI Los Angeles.

We also jointly visited 14 embassies in Washington with First Ataerican
in an effort CO obtain PL 480 business for them. The opening of L/Cs
under PL 480 car, only be handled by U.S. banks and our attempt was
to pick up this lucrative business for First American Bank. Bangladesh
business is aireaov being routed through them because of this office
arc we feel tha: the outcome of our visits last month will be highly
successful. A separate detailed report on this visit has already been
submitted by Xr. r.azaur Ranr.an of Central Marketing Division.

or. Embassies in Washington was initiated last year
ng to meet with Ambassadors and Economic Councellors.
out in the past, Ambassadors to the U.S. are usually
and importance in their own countries. Our attempt is
1 with the representatives of at least those countries
ar.c feei that we have achieved satisfactory results

Ir. addition tc the foregoing, it is our constant endeavour to establish
relationships viz~ all those persons and organizations who have a
potential importance to us, and wherever possible to open accounts at
•;CC branches. may be worth mentioning that we have placed over
i'.i million ir. c:::'erent U.K. branches for a single customer from
Panama who is knew- to C.S.C. We anticipate at least $5 million more in
this account by ;h< eo.c of the year.

Ar. exercise has been undertaken to prepare comprehensive lists of customers
wnc would be ir.cerestec in sending home remittances, and the first such
lis: has beer, provided to New York office. We plan on expanding and
updating tho»i lifts or; a regular basis.

Ail prctocc] requests from other regions are handled by us and we have
provided service; to important customers. Central Bank and Government
Officials and heads of international organizations.

and we are cor.tir.ui
As we have pointed
person; of stature

where ECC operates,
ir. this regard.

Sar.i Ahead
July 5, 1981
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MEMORANDUM

TO: Files ,
FROM: Jack A. Blum
DATE: September 24. 1988
SUBJECT: Memcon with Amjad Awan

WARNING: THE CONTENTS OF THIS MEMO ARE COMMITTEE SENSITIVE.
DISCLOSURE OF THE CONTENTS OR THE FACT OF MR. AWAN'S
COOPERATION WITH THE COMMITTEE COULD ENDANGER HIS LIFE.

Awan was born in Pakistan on July 30, 1947. He left Pakistan and
travelled to Britain as a political refugee. His wife was born in the U.K. and
that made Mr. Awan eligible for a British passport and British citizenship.

Awan's first banking job was with Mr. Abadi when he was the head of
the United Bank, a bank that Abadi set up before the nationalization of the
Pakistani banking system. Awan left United Bank and was working at the In
ternational Resources and Finance Bank, a Luxembourg subsidiary of the Bank
of Montreal, when Abadi recruited him to come to BCCI.

Awan's first assignment with BCCI was as the marketing manager in
London, a job which he took on December 7, 1978. His job was ruunning the
main branch of BCCI in London. Awan explained why the bank grew rapidly
in London. He said that at the time it started there were a large number of
Ugandan refugees in London who were being treated badly by the major
British banks. They did not want to continue dealing with them and found
BCCI a comfortable alternative. BCCI became known as "the immigrant's bank",
and the fact that it was owned by key figures in the Middle East and run by
Pakistanis and other third world nationals was appealing.

Awan held the London job for three years. During that time, .Mr. Shaik,
his immediate superior, introduced him to Noriega at a dinner party Shaik
gave for Noriega in London. Noriega introduced Shaik to President Royo and
when Royo came to London, Awan was given the job of escorting him around
the city. Shaik had been introduced to Noriega by his friend, the Panamanian
Ambassador to London. Mr. Shaik used his relationship with Noriega to get
BCCI the license to operate in Panama.

At the end of the Awan's three year term in London, he wanted to take
over a branch operation. He was offered a newly opened African branch but
opted instead to take over the Branch operation in Panama.

He moved to Panama in 1981. The branch there had been in uperation
for one year. When he arrived, there was a single office in Panama City and
the deposit base of the bank was about S40 million. Most of the depositors
had medium-sized accounts ranging from $50,000 to 5200,000. The depositors
were Lebanese and Palestinian merchants living in Panama. Later, a sig
nificant part of the Jewish community in Panama came to the bank. Awan saio
that many of them had corne from Syria to Panama and spoke Arabic.

The bank was almost entirely deposit focused. There was little lending
authority at the branch level. Awan, as the branch manager could not make a
loan of over- S50,000 without approval from London. Deposits were another
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matter. The bank paid the depositors the market rate on their money and
Awan sent the money to the Bank's central treasury operation in London
where he was credited with an automatic IX spread.

When Awan arrived in Panama he made a conscious effort to cultivate
both President Royo and Noriega. He said that he was particularly interested
in getting some of the banking business of the Panamanian Defense Forces.
Although Noriega referred some business to him, it was marginal and the ef
forts to get serious business did not bear fruit until 1982 when Noriega
opened an account.

Awan first came to know Enrique Pretelt through the Christmas gifts the
bank purchased from him for its significant customers. Pretelt owned the
highest class gift and jewelry shop in Panama City. Besides the store in
Panama City, he had two shops at the airport and had the concessions for
Cartier and other famous lines of crystal and jewelry.

Although Awan pressed him for account business, Pretelt did not come
to the bank until the bank opened an operation in the Colon free zone.
Pretelt asked the bank for a S100-S150.000 line of credit on his name alone
which Awan granted. He said that although it was well known that Pretelt
was a "wheeler-dealer" the account was satisfactory to the bank.

Awan described the free zone as the smuggling center for all of Latin
America and the Caribbean. Electronics, watches, perfume and other luxury
goods were imported there and then picked up by the families which con
trolled the smuggling in the important centers of the region. All the sales to
smugglers were for cash and the importers and wholesalers generated a sig
nificant demand for letters of credit.

Bilonick came to the bank once before the Inair bust to try to get a SI
million line of credit. He offered no security for the proposed loan and when
Awan asked him about how he intended to repay the amount he pointed to his
gold Rolex. Awan said he threw him out of the bank.

Later, Bilonick came into the bank, and through one of Awan's assistants
opened an account with a large cash deposit. He then borrowed the maximum
he could against the deposit and left the bank. When the principal and inter
est on the loan reached the amount of the deposit, the bank wiped out the
deposit and closed its books on him. Awan says he later learned that Bilonick
had disappeared because of his role in the [nair affair.

Asked why anyone would want to borrow asainst their just-made cash
deposit, Awan explained that that was one of the most common transactions in
Panama. The account would be opened, in the name of a corporation and Ihii
borrowing would be by the signatory on the account. Although the bank re
lated the two transactions and indeed used the deposit by the corporation as
collateral, all records of the connection between the two disappeared when the
account was closed out as collateral for the lean.

Awan did not meet Ci'sar Rodriguez until 1983, uhen he was introduced
to him bv Enrique Pretelt. Pretelt said that Rod riguez was a "business
associate" but never described the business they were in. The first request
was that the bank finance a fleet of limousines for Pretelt who i.anted t ">Start
a limousine business in Panama. The bank went forward with that project and
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Rodriguez asked the bank to finance the construction of a "bankers club" on
the top floor of the Bank of Boston building in Panama City.

Awan thought the idea was a good one and extended the line' of credit.
He also financed a number of theatrical events for Rodriguez who, a6 an im
presario, brought performers into the country. Finally, Rodriguez came to the
bank to find financing for his bid on a S50-S60 million hydroelectric project.
He was certain that his group would get the contract and that a Polish con
sortium would be hired to do the construction.

The Polish group never got the contract and the Bank was left with
about $3 million in outstanding loans when Rodriguez's plane crashed in
Colombia. Awan says that after the crash the staff of the bank came to him
and told him that Rodriguez was a gun runner, had a bad reputation and had
been involved in the Inair deal. When he went to Pretelt to complain, Pretelt
said that they were no longer business partners and that he, Pretelt, could do
nothing to help the bank recover the money.

Awan met Mike Harari at one of Noriega's parties. The word in Panama
was that Harari was the Mossad chief for the region. He was believed to have
been assigned to Panama after messing up an assassination effort aimed at the
Black Septemberist involved in the Munich Olympics massacre. Instead of kill
ing the terrorist, he killed an innocent waiter in Lillehammer, Norway, causing
a significant scandal.

Harari was known to be involved in the arms trade, but all of the in
volvement was assumed to be official. There were a large number of Israelis
throughout the region all engaged in arms sales and the all dealt with Harari.

Awan became involved in the sale of Contadora island when he was
asked to meet with President Del Valle in New York after he had been trans
ferred from Panama to the United States. Del Valle said that he was sent by
Noriega who wanted him to help find a buyer for Contadora Island. Noriega
had made the decision to sell the Island and he knew that Awan knew Gaith
Pharon, a wealthy Saudi who was a shareholder in the bank at that time.
.Pharon had an interest in Club Med and the Hyatt hotel chain. Noriega
thought Pharon would be interested in bidding.

Pharon took a close look at the deal and decided to make a relatively
low bid. Awan said that the problems with the proposal were that Contadora
locked sufficient water, the hotel was run down and at least S5 million would
have Lo be invested to bring it up to first class standards, there was very
limited air service to the island from Panama and the owner would have to run
his own air taxi service.

Awan said that Aoki was a friend of Noriega and that he bought the is
land at a price that was too high, not one that was too low.

Awan said that BCCI stayed out of the arms trade. He said that the
bank did not finance weapons deals and that the only proposal he saw regard
ing a weapons deal was from Iranians who were trying tu buv weapons in
Europe and wanted to finance them in Panama.

As Awan described it, cash came into Panama from all over the world
and all the banks that need cash tapped the Panamanian market. He said that
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BCCI stayed out of the cash handling business because it was too expensive.
He said that an employee of the bank had been approached by Brinks, which
ran the only armored car business in Panama, and was told that for a commis
sion paid to Brinks, the bank could get cash deposits referred to it. -

Awan said that the National Bank of Panama charged a 1% cash handling
fee and the people at the National Bank always short counted the money sent
there by several hundred dollars. Given the low return that Awan could get
on deposits by sending thera to London, it made no sense for him to pay com
mission to get the cash.

The bank did not use armored cars to handle the transfer of excess
cash. Awan carried the cash himself in the trunk of his car and did not
worry about being robbed. He said that Panama at the time was quite safe.

Awan said that the cash business that the bank did was in connection
with the Colon branch, where the cash was handled as an accommodation for
their customers. These customers were the wholesalers and importers who
were selling to smugglers who paid in cash. When asked about the Cuban
business in the Colon zone, Awan said that he knew that there was a Cuban
corporation in operation there and that the bank had one customer who did a
substantial business selling hotel equipment made in the United States to the
Cubans. He said he was unaware of the use of Colon as a place to move high
tech equipment to Cuba around the U.S. embargo.

Certain banks paid higher than market rates for deposits and seemed
far more interested in the cash deposits. These included the Swiss, Colombian
and large American banks. The Swiss established regular flights from Panama
to Switzerland to carry accumulated currency out of the country so that it
would not have to be turned over to the National Bank of Panama.

The questioning returned to the account General Noriega opened with
the bank. Awan said that he had been asking Noriega for business regularly
when one day Noriega called the bank and said that he wanted to open an ac
count. He told Awan that the account would be the secret funds of the
Panamanian Defense Forces and that he, Noriega, would deposit the money and
then call Awan to tell him how to disburse it. So Panamanian was to see the
account, it was not to be booked in Panama and Noriega did not want any
paper kept on it.

Awan said that he had to explain to Noriega that an account could not
be opened without some paper and that there had to btr an owner of the ac
count who had the authority to make withdrawals. Awan drew up appropriate
papers and brought them to Noriega. The papers put the account in
Noriega's name.

The first deposit in the account was mostly cash in an amount around
5200,000. There were some small checks in the deposit. Later, the deposits
were in the form of both cash and checks with most of the checks coming
from the Panamanian Defense Forces accounts and made payable to the bank.

Cash payments were frequently made out of the account. Senega would
call Awan and tell him that someone would be corning to the bank to ask for a
cash payment. The person would then show Awan a note signed by N'oriesa
and Awan would then pay the money out. Most of the people who came for
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these payments were politicans and the first use of the fund was to buy
political figures in connection with the 1984 Presidential election.

As Awan recalled it, the largest amount of cash to be deposited to the
account was S900.000 and the balances in the account never topped S25 million.

In 1983, the bank issued its Visa card to General Noriega, his wife and
his daughters. Payments on the Visa cards were made from the interest that
the amounts on deposit generated and the balances were automatically debited
to the account. Awan would also use the account to pay travel expenses for
the General and members of his party. He would accompany the General on
his trips and make sure that there was cash available as needed.

On one occasion the account was used to offset a loan on an apartment
in Paris. The total amount of the loan was $400,000 which meant that the
principal amount was somewhat lower. The loan was paid off from the interest
the account generated.

Awan left Panama in 1984. • He had reached the usual end of tour for a
manger and had the additional problem of having allowed the branch to be
come involved in a multimillion dollar fraud involving fraudulent treasury
checks. The fraud scheme started with a reputable Panamanian law firm open
ing an account in the name of a front corporation. The bank dealt with the
law firm because they were reputable and had given the bank good business
in the past. The beneficial owners of the account, BCCI was told, were Hong
Kong Chinese. The lawyers deposited several million dollars worth of Treasury
checks. BCCI refuse to credit them until they had cleared and sent them to
the Bank of New York for collection.

When the Bank of New York notified BCCI that the checks had cleared
BCCI released the funds which were immediately transferred. Almost the day
the funds moved, BCCI was visited by Treasury investigators who said that
the checks were fraudulent and that the credit was being reversed. Although
some money was recovered the bank lost substantial sums. When that loss
was combined with the loss on the Cesar Rodriguez loans Awan did not look
too good.

When he was told that he was being transferred to Washington to work
in the representative office of the bank, Noriega called Abadi and told him
that he wanted Awan to stay in Panama. Abadi said that that could not be
done but that Noriega could continue to deal with Awan as his personal
' banker. In that role, Awan traveled to Panama once every few months, con
sulted with Noriega on the phone and accompanied him on his visits to the
United States. Awan says that his main function was to present Noriega
with a statement of his account, showing him what bills were paid and how
much cash had been delivered according to his instructions.

In July 1987, Awan was sent to Florida where he became the marketing
manager for the Latin American and Caribbean. He was based in tho Miam:
agency. The function of the bank's agency offices is to take deposits from
non-resident foreigners. The money is almost exclusively flighi capital.

The nominal boss of the Miami operation was Mr. Shafi. He is old and
has the job because of his long standing relationship with Abadi. Hi: had
little understanding of what was going on and holds his position as a
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figurehead. Patrick Lynch was the man in charge of the three Florida offices.
Mr. Jindani handled administration and personnel management, Marvin Hancock
ran the credit division, and Mr. Hassan was Awan's predecessor as the head of
the marketing department.

I asked Mr. Awan if he had ever been approached to launder drug
money. He said that the bank had a conscious policy of avoiding drug money
and that he was aware of only one situation where that sort of money had
been offered as part of a government sting operation. The bank told the
people involved that they would fill out the currency form on the deposit and
the conversation ended.

r
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UNITED STATES OF AMERICA
Congress of tfje ©niteb State*

To.
Bank of Credit and Commerce International Overseas Limited

1200 Bnckell Avenue

Miami, Florida
, ©retting:

pursuant to lawful authority, YOU ARE HEREBY COMMANDED to... _ , Foreign Relations
appear before the Committee on ;

of the Senate of the United States, on
August 11

( js&3_,

Nine
at o'clock a m. t at their committee room 2_LS .

Hart Senate Office Building
, then and there

to testify what you may know relative to the subject matters under con'

sideration by said committee.

and bring with you the documents described in Attachment A.

fttrtof IsSL not, as you wiU answer your default under the pains and pen

alties in such oases made and provided.
the United States Marshals Service or any other authorized

To .

to serve^anaf^turn.

6Caen under my hand, by order of the committee, this
27th . . July . . .
day of : , m the year of our

Lord one thousand nine hundred and
e^ghty eight

/ l-_
Foreign Relations

Chairman, Commltt** an .
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Attachment A

All books, records ana oaoers. relating, referring or
embodving the following:

1. The management of assets for Manuel Antonio
Nor leea .

2. The holding of assets as custodian for Manuel
Antonio Noriega.

3. Corporations, partnerships and other business
entities under the direction and control of Manuel Antonio
Nor l ega .

4. The managment of assets for Michael Harari .

5. The holding of assets for Michael Harari.

6.. Corporations, partnerships and other business
entities under the direction and control of Michael Harari.

Colombia .
7. The management of assets for private clients in

8. The holding of assets as custodian for private
clients in Colombia.

9. All Panamanian clients for whom the Bank
manages assets.

10. All Colombian clients for whom the Bank
manages assets.

11. All trusts which have Panamanian
beneficiaries .

12. All trusts which have Colombian beneficiaries.

For the period January 1, 1985 to June 1, 1988:

a. All books, records and papers relating, referring
to, or embodying travel and telephone and telephone com
munication by Kalid A. Auan and S. M. Shafi.

b. All books, records, and papers referring, relat
ing to or embodying the compensation of Kalid A. Awan and
S.M. Shafi.

1
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c. All reports describing, summarizing, and discussing
the Bank's trust and money management operations.

For the purpose of this subpoena a "record" includes
all media capable of storing information which cah be read,
and includes all information stored electronical ly--whether
on computer disk or otherwise."

2
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UNITED STATES OF AMERICA
Congress of tfje ZHniteb States

To. S.M. Shafi

c/o 3ank of Credit and Commerce International Overseas, Lin:

1200 Bnckell Ave . , Miami, FL
_ 0ct£((ng.

pursuant to lawful authority, YOU ARE HEREBY COMMANDED to
x. , .* -a Foreicn Relationsappear before the Committee on :

of the Senate of the United Statu, on . Au<?ust
11

, 1931.,

at Nine o'clock . a . ,m., at their committee room —111

Hart Senate Office Building
( ^ and there

to testify what you may know relative lo the tubject mattert under con

sideration by said committee.

and bring with you the documents described in Attachment A.

$erof tstt. rat, at you will answer your default under the paint and pen

alties in tuch oases made and provided.

j,Q the United States Marshals Service or any other authorized
person

to serve and return.

8Qxn under my hand, by order of the committee, this

27th day of
July

, in the year of our

Lord one thousand nine hundred and
eighty"eaght
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Attachment A

For the period January I, 1984 to June 31. 1988, all
books, records and papers relating, referring to or
embodying :

1 . Business travel.

2. Client accounts.

3. Employer compensation.

4. Telephone expenses.

5. Expense records submitted to your employer for
reimbursement .

For the purpose of this subpoena a "record" includes
all media capable of storing information which can be read,
and includes all information stored electron ically--uhether
on computer disk or otherwise.

I
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September 14, 1988

Jack A. Blum, Esquire
Special Counsel
Committee on Foreign Relations
United States Senate
Washington, D.C. 20510

Dear Mr. Blum:

Enclosed herewith are the documents being produced
pursuant to our understanding concerning the subpoenas issued
to the Florida offices of Bank of Credit and Commerce
International (Overseas) , Limited (*BCCI"r) and to Mr. S.M.
Shafi and Mr. Amjad Awan. Certain "of the documents being made
available for your review are confidential and must be
protected from public disclosure by adequate safeguards to be
mutually agreed upon.

You are advised that in making the production of
these documents neither BCCI nor the individuals referenced
above waive any rights or privileges relating thereto, all of
which are expressly reserved.

It is understood that you will today review these
documents in our presence and we shall then agree upon the
manner in which they are to be reproduced and delivered to the
custody of the Committee.

Sincerely,

Robert A. Altman
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6/5
JfciAvTK&rv. Q. & 20006

September 19, 1988

BY HAND

Jack A. Blum, Esquire
Special Counsel
Committee on Foreign Relations
United States Senate
44 6 Dirksen Senate Office Building
Washington, D.C. 20510

Dear Mr. Blum:

As discussed during the meeting on September 14,
1988 that Messrs. Altman, Sanders and I attended at your
office, and as I later mentioned to Kathleen Smith in a
telephone conversation, we are forwarding herewith copies of
the documents earlier produced under various specifications of
the subpoenas issued to the Florida offices of Bank of Credit
and Commerce International (Overseas) , Limited ("BCCI") and to
Mr. S.M. Shafi. As you are aware, we are to schedule within
the next several days a more extended period of time during
which you can review the records from BCCI's Agency Offices in
Miami, Boca Raton and Tampa. We have requested of the Bank
that it provide us with computer print-outs of the same type
of information for additional' periods which you reviewed when -
we were at your office. Those print-outs should be here this
week, and we understand you will examine this material
together with that which you have already seen at a date to
be agreed upon.

Specifically, the copies being forwarded today
include:

(1) The compliance circular from the
Caribbean regional office of BCCI and
portions of the minutes of a Management
Committee meeting of BCCI, both of
which you reviewed on September 14,
1988 .
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Letter to Jack A. Blum, Esquire
September 19, 1988
Page Two

(2) Various documents relating to Mr. S.M.
Shafi including business expense
records and travel diaries. You may
again decide to examine Mr. Shafi 's
office telephone bills, residence
telephone bills and car telephone bills
at a subsequent date to determine
whether they should be photocopied.

(3) A document styled, "Statement of
Affairs" for BCCI Panama for the period
ending June 30, 1988.

It is our understanding that having reviewed Mr.
Shafi's records of compensation, you do not need copies of
those materials. Further, the documents to be produced by Mr.
Amjad Awan are due on or before September 22, 1988. We were
called on Friday, September 16, by John Grabow of Ginsburg,
Feldman and Bress, who has been retained by Mr. Awan. We
shall await a meeting with him before proceeding on any
documents that relate to Mr. Awan because we do not know
whether Mr. Grabow intends interposing any objections to the
Subcommittee's subpoena.

Finally, we must reiterate the points raised
with you during our meeting and in Mr. Altman's letter of
September 14 regarding the confidentiality of this material.
It is our understanding that the materials which are being
provided herewith shall be accorded confidential treatment by
you and your staff. Before we can provide additional
confidential information to be retained by the Committee, we
will require written assurance that acceptable confidential
treatment has been approved by the Committee and will be
provided .

We will be in touch again by telephone regarding the
other scheduling matters yet to be worked out.

Enclosures
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September 29, 1988

BY HAND

Jack A. Blum, Esquire
Special Counsel
Committee on Foreign Relations
United States Senate
446 Dirksen Senate Office Building
Washington, D.C. 20510

Dear Mr. Blum:

Pursuant to your request, we are enclosing copies of
certain travel expense records relating to Mr. Amjad Awan.
These are business records that were earlier compiled by Mr.
Awan at our request and are being produced pursuant to
subpoena .

We have discussed with you our need to have an
acceptable confidentiality agreement covering all confidential
records being produced. In forwarding to you these documents,
we do not in any way waive or limit that request.

Robert A. Altman

Enclosures
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AFFIDAVIT OF AMJAD AWAN

Amjad Awan, being duly sworn, depose and state as

follows:

1. I was formerly employed by the Bank of Credit and

Commerce International (hereinafter "BCCI") from 10 7-fl to January,

1990. I was an International Officer of BCCI.
2. I was arrested on October 8, 1988, and was

convicted of laundering narcotics proceeds on July 29, 1990.

I am presently serving a 144 month sentence for this offense.
3. In late 1980 or early 1981, I was assigned to

BCCI, Panama City, Panama, as the Country Manager.

4. In 1982, I opened an account for then Colonel
Manuel Antonio Noriega, Panama Defense Forces at BCCI Panama and

later BCCI London. The account was to be kept secret. I was
given a Power of Attorney by Noriega on the account.

5. In 1982, I opened accounts at BCCI London
for Mrs. Noriega and Noriega's daughters in various Panamanian

corporate
^namtes.

I was given Power of Attorney on all these

Noriega-related accounts and was a signator on the Noriega-

related corporate accounts ^txe.tjxt'
ertvt, Loisa-vOs*. .

6. Thereafter, the Noriega's deposited approximately

$20 to 25 million into their BCCI accounts. The majority of the

deposits were in the form of U.S. currency. The largest currency

deposit was approximately $4 million.

7. In 1984, I was transferred to BCCI's representa
tive office in Washington, D.C.
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8. In 1987, I was transferred to BCCI, Miami,

Florida, as an International Officer in the Latin American

Caribbean Region.

9. In early February of 1988, I became aware then
that General Manuel Antonio Noriega had been indicted in the

United States for narcotics-related offenses.

10. Shortly thereafter, I became aware of General
Manuel Antonio Noriega's desire to move the Noriega-related banX

accounts from BCCI London to another location.

11. After I became aware of Noriega's desire, I met
with S.M. Shafi and Bande Hassan, the persons in charge of BCCI's

Latin American Caribbean Regional Office in Miami, Florida. They

directed me to contact Swaleh Nagvi, then acting President of

BCCI in London, England, concerning this matter.

12. Pursuant to their instructions, I telephonically
contacted Nagvi and he instructed me to travel to London,

England, to discuss Noriega's request.

13. Thereafter, I did travel to London, England, via a

commercial airline.

14. While in London, England, I met with Nagvi and
Dildar Rizvi. Rizvi was then the nominal second-in-command of

BCCI's operations in the Americas. In truth and in fact, Rizvi

headed BCCI's operations in the Americas.

^) During this meeting, Naqvi and Rizvi instructed me
to convince Noriega to permit BCCI to maintain the Noriega-

related accounts with BCCI Luxembourg, where they could be

2
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maintained in the utmost secrecy. These arrangements were

structured to conceal and disguise these accounts from detection

by United States and United Kingdom "law enforcement authorities.

Naqvi did not want Noriega's money moved from BCCI ,

because Noriega had guaranteed a loan of Cesar Rodriguez,

a reputed drug dealer who was murdered in Colombia.

The outstanding balance was in excess of $10 million.

16. Pursuant to these instructions, I contacted

Noriega and obtained his approval to effect the transfer of the

funds then in the Noriega-related accounts from BCCI London, to

BCCI Luxembourg, thereby further secreting these accounts from

law enforcement officials.

I then informed Swaleh Naqvi and Dildar Rizvi of

Noriega's approval and pursuant to their instructions personally

effected the transfer of the Noriega-related accounts from BCCI

London, to BCCI Luxembourg in February of 1988.

<&8/ I thereafter returned to London, England, from
Luxembourg, informed Dildar Rizvi and Swaleh Naqvi that the

Noriega-related accounts had in fact been transferred and

subsequently returned to the United States via a commercial

carrier.

19. On or about July 30, 1988, I travelled from
Miami, Florida, to London, England, via a commercial carrier.

20. Upon my arrival in London, England, I met with
Swaleh Naqvi, Dildar Rizvi, S.M. Shafi and Bando Hassan and

discussed with them the issuance of United States Senate

3

ft
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subpoenas for BCCI , S.M. Shafi and myself. These subpoenas

related to BCCI's relationship with Noriega.

21. On or about August 1,' 1988, I received a telephone

call from Noriega. He requested that I transfer the funds in the

Noriega-related accounts from BCCI to Banco Bo National Panama

for a short period and then to a European based financial

institution in order to avoid detection by United States based

authorities.

22. I thereafter related Noriega's request to Swaleh

Naqvi and Dildar Rizvi.

They agreed to allow Noriega ' s-related accounts to be

transferred from BCCI. Naqvi said BCCI would forgive the

$10 million Cesar Rodriguez guarantee. Swaleh Naqvi directed me

to travel to Panama and get Noriega's instructions in writing. I

was told to travel there without going through the United States.

Naqvi said to bill the airfare to Swaleh Naqvi or Dildar Rizvi
Ht.

so there would not be a record of the travel in BCCI *m records.

23. In August of 1988, I met in London with Akbar
Bilgrami, a BCCI International Officer, and Mr. S.Z.A. Akbar,

the former Treasurer of BCCI. At the time of this meeting,

Mr. S.Z.A. AXbar was the primary manager and owner of Capcom

Financial Services, Ltd., (hereinafter "Capcom") a financial

services and trading company based in London, England. At this

meeting, I and Akbar Bilgrami suggested to Mr. Akbar that ve use

rirn"* tajandw naatcafclca pmnoorii r.n. n.i)u-i.i i m ii ^ one of
the BCCI's clients , ajtA Ua ceviA. aAieM ^»Mt*i aoo^J^J Lo do
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Mr. S.Z.A. Akbar agreed to meet with Mr. Mussella .

to work out a—mechanism for the_Xaunde!. inq of drug ninnies. ^
Subsequently, Akbar, through Capcom," laundered $25,000 in drug

proceeds for Mr. Mussella on behalf of one of Mussella 's

Colombian drug clients.

Akbar at Capcom in London, England. We discussed Noriega's

desire to have his funds moved from BCCI and placed with Capcom.

Noriega's fear that United States authorities would seize the

funds. S.Z.A. AJcbar agreed to receive approximately $23 million

in Noriega funds. Akbar gave me a list of Capcom-related
accounts. We decided to have the funds initially sent to
Findley's account at the Middle East Bank, London, England.

Findley's account was a Capcom controlled account.

26. In August of 1988, I travelled to Panama, through

Spain, via a commercial airline.

27. Thereafter, I met with General Manuel Antonio
Noriega and Mrs. Noriega in Panama. They gave me letters

authorizing the movement of their funds from BCCI to Banco

Nacional de Panama accounts in Germany and Switzerland. I told
them to leave the funds with Banco Nacional de Panama for

one month and then transfer the funds to Findley's account at the

Middle East Bank, London, England. I gave them the business card

of S.Z.A. Akbar, Capcom, London, England, and told them to

During this same time period, I met with S.Z.A.

5

57-961 0-92-25
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call him about their desires for placements and movements of

the funds .

28. In August of 1988, I travelled to London, England,
from Panama, via a route not through the United States on a

commercial aircraft.

Gjk Thereafter, I met with Swaleh Nagvi and Dildar

Rizvi and informed them that Noriega had given written

instructions to move the Noriega funds from BCCI Luxembourg.

30. On August 13, 1989, I travelled to the United
States, via a commercial carrier.

Sworn to and subscribed before me
this p/0-H\ day of August, 1991.

NOTARY PUBLIC

6
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Mr. Aw an. Thank you, Senator.
Senator Kerry. Thank you very much for being here. Before I
adjourn this hearing, I would like to insert additional BCCI-related
documents into the record.
[The information referred to follows:]
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LTONCOLE
LANDERSON.J

MARIANP.UoCVUOCH
nOICRTA.MORA

July 27. 1992

VIA FACSIMILE A

on Friday, July 24, 1992,you advisedme, as counsel
and Tn+TnwtyriwlOpcratians Subcommitteeof the
a bearingon July SO,1992. You requestedthat
Mr. Fox's appearanceon July 30 'would be

As you are aware,the activitiesof Mr. Fox and othersthat are of interest to the I
are also under review by the United StatesAttorney for the District of Colorado. The United i~

to considergrantingstatutoryimmunity to Mr. Fox, and we are
We hope to have that matter clarified in the next several

Prior to reissuingyour subpoenato Mr. Fox, pleaseagainbe advisedthat until such time as
we havea final decisionfrom the United StatesAttorney, Mr. Fox is left with no other recoursebut-
to assertbis Fifth Amendmentprivilegeagainstself-incriminationin responseto any questionsthat may
beaskedof hinr by the Subcommitteeor its staff. Mr. Fax would wflhngtyanswer all questionsnow
but for the fact that the United StatesAttorney apparentlybelievesthere is a basis for granting him
immunity. We haveofferedin the pastand continueto offerour full cooperationto theSubcommittee
oncethe immunity decisionhas beenmadein Colorado. Wewin notifyyou of any changein Mr. Fox's

On a professionalbasis, I appreciateyour communicationin this regard, since I I
able for travel on July 80 becauseI am expectedin a major court hearing in Clearwater,Florida, at
0:00flm,
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Fareixa, Beato & Majrtel
TNERSHIPINCLUDINGPROFESSIONALCORPORATIONS

ATTORNCVSATLAW

235MONTOOMCRTSTREET
SAN FRANCISCO, CALIFORNIA 04104

(AIS)BSA-A4QO TCtC«

Daniel H. BOOKIN
DIRECTDIALNUMRCR FACSIMILE
BS4-442I July 28, 1992

VIA FEDERAL EXPRESS

David McKean, Esq.
Office of U.S. Senator
John F. Kerry
421 Russell Building
Washington, D.C. 20510

Re: Roy P.M. Carlson

Dear Mr. McKean:

I have reviewed the documents assembled by Mr. Carlson in
response to your subpoena, dated July 1, 1992. While the
documents do not appear to contain any information in which your
committee would be interested, I am directing Mr. Carlson to
decline to produce documents requested by your subpoena, based on
his Fifth Amendment privilege. In reaching my decision, I have
considered the extremely broad nature of your subpoena; the
broad, nebulous and politically-charged nature of the various
state and federal investigations regarding BCCI ; and my inability
at this time to obtain the information I need to evaluate fully
this matter. Accordingly, Mr. Carlson respectfully declines to
produce documents requested by your subpoena, based on his Fifth
Amendment privilege.

I appreciate your courtesy in this matter. Please contact
me if Mr. Carlson or I can be of any further assistance.

DHB/lhk
07090\92072801
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; j i;uu •apod Tbioi **

DISTRICT ATTORNEY
or thi

COUNTY OF NEW YORK
ONE HOQAN PLACE
New vork, n.v. 1001a
(2121335-9000

FAX 202 224-8525

July 29, 1992

Honorable John Kerry
Russell Senate Office Building
Washington, D. C.

Dear Senator:

Your staff has raised with Assistants in my office
the question of whether there has been cooperation between
persons in Abu Dhabi and my office in the investigation we are
conducting into the Bank of Credit and Commerce International.

We have received statements from Abu Dhabi attorneys
since November, 1990 that they would be willing to cooperate. At
this writing, no documents or witnesses have been provided by the
government of Abu Dhabi for our ongoing investigation into
allegations of wrongdoing associated with BCCI and First
American.

Sincerely,

Robert H. Horgenthau

200 - 39bd A3Naoiid lDiaisia an woad t>e:gi 26. 62 inr
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PRIVILEGED AND CONFIDENTIAlf^
ATTORNEY WORK PRODUCT I
Draft: 3/19/91

Key Persons and Entities; BCCI-^

\

Geoffrey Abbott

Agha Hasan Abedi

V.H. Abidi

Mohammed Abrouzh

Sheikh Kamal Adham

Af redi

Aijaz Afridi

Imtiaz Ahmed

Nehal Ahmed

Victor M. Aldana

Lai la Alizai

Louis C. Altemar

Al-Tran

Manager, Los Angeles Agency

founder and CEO until heart attack in 1988;
had 2 of 5 board members (LaMarche and
Twitchen) on his payroll; bought and sold
through a front (often Al-Tran);

U.K. Regional General manager after July
1980(?)

heads ADIA (Abu Dhabi Investment Authority)

former head of Saudi intelligence; intro
duced to the Fed in 1981 as one of four new
owners of First American's holding company;
admits to borrowing from BCCI to finance his
purchase of CCAH shares

referenced as head of Spanish operations

former BCCI employee who became executive
vice president of First American/NY on
Abedi 's recommendation

Head of Central Credit Division in London

BCCI employee who helped search for Noriega
documents in response to 7/27/88 Senate
subpoena

Panamanian Secretary General for Drug
Related Crimes, to whom Peter George has
turned over documents

formerly with BCCI/NYC involved in 330
Madison loan; has since returned to
Pakistan; Moscow expressed interest in
interviewing her

against mm; alleges improper relationship
wi th" BCCI/Miami and BCCI/Boca Raton

front for Abedi and Naqvi in transactions re
NBG

1/ Attorneys for BCCI are listed separately at the end of this
document .

N 003535
- 1 -
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Tariq Jan

K.G.S. Jhala

Sheikh Kalifa

Sen. Kerry

Hamid Khan

Nasrullah Khan

Paul Khanna

Judith Korchin

Labaro S.A.

LACRO

Yves LaMarche

Bert Lance

W.S. Leslie

Lino Linares

PRIVILEGED AND CONFIDENTIAL
ATTORNEY WORK PRODUCT
Draft: 3/19/91

former manager of BCCI/Boca Raton;
now with BCCI/Hong Kong; subject of
investigation (Baldwin thinks he's been
taken off list of potential indictees);
Rivero has subpoenaed his employment
records; helped search for documents in
response to 7/27/88 Senate subpoena

with BCCI/NYC, involved in 330 Madison loan;
formerly with BCCI/Miami, involved in
letters of credit issued to General Coffee,
resulting in a $5 mil loss for BCCI

crown prince, son of Sheikh Zaied

head of subcmte investigating BCCI,
apparently working closely with Moscow;
learned that BCCI paying expenses of Senate
employee to travel over and advise BCCI on
how to handle Senate investigation

former head of BCCI/Miami Letter of Credit
dept and "advisor" to Bilbeisi, no longer
employed by BCCI; likely to be indicted;
deposed in Lloyd's suit

Manager, Hyde Park, as of 1/31/89

Fed examiner in NYC, met with Pezzuti

Miami attorney

shell corporation for Calderon et al.

BCCI Latin American and Carribean Regional
Office, based in Miami; Sakhia was head

one of two Board members reportedly on Abedi's
payroll; up on criminal charges in France for
currency exchange violations and for bribing
an official to drop the charges
former Carter appointee; sold NBG to Pharoan

Asst.. Mgr., Corporate Unit (Leadenhall) as of
12/12/88; gathered Noriega account documents
together on 2/12/88 for transfer to Luxembourg

former BCCI/Miami operations manager, laid off
when agency closed; named in Cherrington
sexual harrassment suit

N 003542- 8 -
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CUUtOMMfELLRHOOCISLANO.CMAMMAN

lanited States Senate
COMMITTEEONFOREIGNRELATIONS
Washington,DC20510-6225

by facsimile: 457- 6515

July 24, 1992

Mr. Sandy Martin
Patten, Boggs and Blow
2550 M Street, N.W.
Washington D.C. 20037

Dear Mr. Martin:

I recently spoke to Mr. Caffey Norman of your firm
concerning a memorandum written by a former associate, Ms. Lisa
Batty. The memorandum, entitled "Key Persons and Entities: BCCI"
was created in the spring of 1991 and was revised several times.

The memorandum makes reference to Senator Kerry and the
Subcommittee investigation of BCCI, stating the following:

"learned that BCCI paying expenses of Senate employee
to travel over and advise BCCI on how to handle Senate
investigation . "

According to Mr. Norman, the source of the information was
Ray Banoun, who at that time also represented BCCI in certain
matters. Mr. Norman told me that he and you were in a meeting
with Mr. Banoun during which time Mr. Banoun made the allegation
concerning the "Senate employee." Mr. Norman has further
indicated that Patton, Boggs and Blow was able to ascertain the _ .
source of the information for Ms. Batty' s memorandum because you
kept notes of the meeting with Mr. Banoun. Ms. Batty, with whom
we have also spoken, has told the Subcommitee that she is certain
that her information was based either on something she had read
or been told.

On July 13, I wrote to Mr. Norman and noted that Mr. Scott
Stone, also of your firm, had indicated to me in a prior
telephone conversation that "the documents on which the memoranda
were based have already been produced to the liquidators," but
the Subcommittee had "received nothing in response to the May 23,
1991 subpoena to BCCI that would provide a documentary basis for
the reference to Senator Kerry. " Additionally, I asked that
Patton, Boggs and Blow "make available any documents produced
...on or before July 5, 1991 that discuss Senator Kerry, the
Subcommittee investigation, or any member or staff of the U.S.
Senate in connection with BCCI . "
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On July 15 Mr. Norman wrote to to inform me, among other
things, that:

"What Scott Stone actually said was that he had not at
that time been able to determine the basis for the
reference to Senator Kerry, but that if it derived from
a work product memorandum prepared for BCCI, such a
memorandum would have been produced to the
liquidators . "

As far as we know, your notes concerning your meeting with
Mr. Banoun and the reference to the Senate investigation were not
produced to the liquidators . The Subcommittee again requests
that you and your firm make available to it all documents,
including notes, that discuss Senator Kerry, the Subcommittee
investigation, or any member or staff of the U.S. Senate in
connection with BCCI .

Please make these documents available to the Subcommittee no
later than 5:00 P.M., July 28, 1992. Should you have any
questions please do not hesitate to call either myself or
Jonathan Winer. Thank you for your continued cooperation.

Sincerely

David McKean
Investigative Counsel
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PATTON, BOGGS & BLOW
2550 M STREET. N.W.
WASHINGTON. D C. 20037

(202) 457-6000

TRTTCH«:I977SO
TCLCCOeiCH:457-6315 WRITER'SDIRECTDIAL

(202) 457-5270

July 28, 1992

BY HAND

David McKean, Esq.
Investigative Counsel
Office of Senator John F. Kerry
421 Russell Senate Office Building
Washington, D.C. 20510

Dear Mr. McKean:

This responds to your July 24 letter to Sandy Martin
regarding the lists entitled "Key Persons and Entities: BCCI."

Enclosed is a copy of notes taken by Mr. Martin of a
meeting with Raymond Banoun on November 2, 1990. The reference
by Mr. Banoun at that meeting is to our knowledge the sole source
of the information about which you have asked.

In the course of locating these notes we have discovered
that a small number of documents, including these notes, were
through inadvertence not included in the 125,000 pages produced
in May 1992 to Nussbaum & Wald or the supplemental 2,400 pages
produced in June 1992. We will continue our practice of
providing supplemental documents to Nussbaum & Wald if and when
we become aware of them.

Sincerely,

Enclosure
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Prepared by the staff of Senator Kerry 7/27/92

Handwritten notes of Middleton Martin

11/2/90 Ray Banoun La Marche
Firm hand required
Senate employee

-since November 1988, customs cur [currency] -exchange control
violation - for customs ( ? ) bank -
We have to respond to latest offer
to settle for LL8 1/2 M
-working with Aziz Chaudry

- have to go to Paris to formulate response
- Bank wants to fight it
- need response by end of the month
- One of allegations in UK involves
* La Marche
- whether had resident visa
in France when he
a non-resident lives [living]
in UK

- Naqvi had consulted (?) lawyer (Lamarche)- who said he could "fix"
problem with "payment" or bribe
- Holland [and Knight] and Ray Banoun said would have
nothing to do with
Rizvi /Naqvi hired him to
"advise on Europe "92" and lawyer
started reporting [to] the Bank in
negotiations with our government

Farnham MI 5 to Farrell and Manatt
- UAE ltr [letter] from Gagne- another guy who was Senate employee
that Mohammed Hammoud told
bank to hire— back and forth
to London - Culver/RB [Ray Banoun] told
Bank you will kill selves
paying travel of Senate
employees

- RB [Ray Banoun] recruited firm to inquiry re Sakhia- Allan Sullivan will ask RSL [Ron S. Liebman]
Why isn't bank cooperating
RB [Ray Banoun] hasfn't] heard from him
in three weeks
- heard from DOJ that
Allan looking into procedure to get documents from overseas
- since bank now controlled by
- UAE, why can't they get
bank to act?
I said RSL [Ron S. Liebman] protested
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We stand adjourned.
[Whereupon, at 3:33 p.m., the hearing adjourned, to reconvene
subject to the call of the Chair.]





APPENDIX

[The following documents were entered into the record at the hearing of the Sub
committee on Terrorism, Narcotics and International Operations on May 14, 1992.
Only a portion of the documents appeared in Part 5 of the printed record of Senate
hearings on the The BCCI Affair. The documents appear in full below.]

Skadden, Arps, Slate, Meagher & Flom,
Washington, DC,

May 20, 1992.
Hon. John F. Kerry,
Chairman, Subcommittee on Terrorism, Narcotics and International Operations,
421 Russell Senate Office Building,
Washington, DC 20510.
Dear Senator Kerry: Enclosed please find the documents previously identified
on a privileged index submitted to the Senate Subcommittee on Terrorism, Narcot
ics and International Operations on October 23, 1991. These materials are being pro
vided pursuant to the terms outlined in your letter to me dated May 18, 1992.
With best wishes,
Very truly yours,

Carl S. Rauh.
Enclosures:

(781)
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INDEX OF DOCUMENTS WITHHELD ON THE BASIS OF
THE ATTORNEY-CLIENT PRIVILEGE AND/OR

WORK PRODUCT DOCTRINE

1. Date:
Author:
Addressee:
Document Type:

Recipient (s)/Distribut ion:

2. Date:
Author:
Addressee:
Document Type:

Recipient ( s )/Di s tribut ion:

3. Date:
Author:
Addressee:
Document Type:

Recipient( s ) /Distribution:

4. Date:
Author:
Addressee:
Document Type:

Rec ipient( s )/Dis tribut ion:

5. Date:
Author:
Addressee:
Document Type:

Recipient ( s ) /Distribution:

None indicated
None indicated
None indicated
Confidential Memorandum of
Client/Witness Interview
None indicated

August 29, 1988
Robert C. Sanders, Esq.
The File
Confidential Attorney
Memorandum
None indicated

September 30, 1988
John F. Kovin, Esq.
The File
Confidential Attorney
Memorandum
None indicated

September 27, 1988
John F. Kovin, Esq.
The File
Confidential Attorney
Memorandum
Robert A. Altman, Esq.,
Robert C. Sanders, Esq.

January 26, 1989
Robert C. Sanders, Esq.
Robert A. Altman, Esq.
Confidential Attorney
Memorandum
None indicated
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6. Date:
Author:
Addressee:

Document Type:

Recipients ) /Distribution:

7. Date:
Author:
Addressee:

Document Type:

Recipient ( s )/Di st ri but ion:

8. Date:
Author:
Addressee:

Document Type:

Recipients ) /Distribution:

9. Date:
Author:
Addressee:
Document Type:

Recipient(s) /Distribution:

10. Date:
Author:
Addressee:
Document Type:

Recipient s ) /Distribution:

11. Date:
Author:
Addressee:
Document Type:
Recipient (s) /Distribution:

September 22, 1988
John F. Kovin, Esq.
Robert A. Altman, Esq.,
Robert C. Sanders, Esq.
Confidential Attorney
Memorandum
None indicated

September 21, 1988
John F. Kovin, Esq.
Robert A. Altman, Esq.,
Robert C. Sanders, Esq.
Confidential Attorney
Memorandum
None indicated

September 20, 1988
John F. Kovin, Esq.
Robert A. Altman, Esq.,
Robert C. Sanders, Esq.
Confidential Memorandum
of Client/Witness
Communication
None indicated

September 19, 1988
John F. Kovin, Esq.
The BCCI File
Confidential Attorney
Memorandum
None indicated

None indicated
None indicated
None indicated
Confidential Attorney
Memorandum
None indicated

None indicated
None indicated
None indicated
Chronology
None indicated

2
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12. Date:
Author:
Addressee:
Document Type:

Recipient ( s )/Distribut ion:

13. Date:
Author:
Addressee:
Document Type:
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PRIVILEGED AND CONFIDENTIAL

INTERVIEW WITH MR. AMJAD AWAN AT
CLIFFORD & WARNKE ON FEBRUARY 23. 1988

Mr. Awan stated that he was the BCCI country manager

in Panama for three years, between 1981 and 1984.

Mr. Awan came to the Washington representative

office of BCCI in June of 1984 and was subsequently

transferred to BCCI's Miami office.

After Mr. Awan left Panama in 1984, three men
succeeded him as country manager. The first was Mr. Mamood,
who held the position of country manager from late 1984 to

late 198 5. He was replaced by Mr. Lynch, who was posted to

London shortly thereafter. Mr. Bilgrami is the current

country manager.

The immediate problem arose as follows:

BCCI's New York office believes that BCCI may

receive a subpoena, perhaps from Congress, to testify about

BCCI's role vis-a-vis General Noriega. At the same time the

Miami Herald wanted to interview Mr. Shafi, general manager

for Latin America in Miami.

Mr. Shafi told Mr. Awan that twelve other banks had

been named as possible conduits of drug money.
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Mr. Awan stated that he has a personal relationship

with General Noriega that developed when Mr. Awan was the BCCI

country manager in Panama between 1981 and 1984.

In 1982 or 1983, General Noriega gave Mr. Awan

$100,000 to $150,000 to open an account in London. This

account was opened. BCCI issued VISA cards on that account to

General Noriega, his wife, and three daughters. Mr. Awan

believed that these were personal cards.

During this period, General Noriega asked Mr. Awan

to conduct business on behalf of the Panamanian government.

Mr. Awan solicited business. General Noriega asked Mr. Awan

for remittances for equipment, letters of credit, and standby

letters of credit, but Mr. Awan did not comply because of a

lack of collateral.

Mr. Awan went to social functions at the

Presidential residence of President Torrijos where he

sometimes saw General Noriega. He also saw General Noriega at

other social functions. Mr. Awan never visited General

Noriega at his home, however.

General Noriega helped BCCI acquire a banking

license after the initial application was denied. Mr. Alaudin
Shaik, who is no longer with BCCI, helped acquire the license

with General Noriega's assistance.
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General Noriega was head of the defense forces. He

contacted the relevant civil authorities, the Minister of
Finance, to help secure the license. Mr. Awan does not know

why the original license application was originally turned

down .

Mr. Awan was the second country manager in Panama.

He worked there for three years and then left.

It was not known that General Noriega was involved
in drug trafficking. General Noriega was generally believed

to be corrupt. Business activities in Panama must have the

patronage of the National Guard or the Armed Forces. The

Armed Forces presumably get a cut in return for patronage.

When Mr. Awan first arrived in Panama, in 1981

General Noriega was a colonel in charge of intelligence. He

then rose to the fourth position of power in the military. He

eventually maneuvered the other three out and became head of

the defense forces. It was generally known that the defense
forces were involved in business.

There are 140 foreign banks in Panama. Panama is a

banking center. Many banks do not enter the local market.

BCCI, however, did engage in the large import/export market,

dealing in import letters of credit. Panama is a Free Zone —
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a zone in which goods can enter duty free. A lot of consumer

goods, electronics and so forth, are smuggled into the rest of

Latin and South America. No documentation is required because

of the Free Zone. Other bank business arises from the

registering of vessels.

The advantage of booking in Panama is that there is

no tax on the booking business. Local bank business is tax

able.

A lot of flight capital enters Panama from South

America. Panama has no restrictions on the import and export

of currency. The largest amount of currency comes from

Venezuela. Capital comes in from Columbia as well.

A good deal of forged currency comes from Columbia.

This forged currency is personally carried by courier.

There are no banking laws in Panama regarding the

depositing of cash. However, the Bankers" Association made a

voluntary decision that such money should be transfered to the

National Bank of Panama — the Panamian equivalent of the

Federal Reserve with some of the duties of a Central Bank —

before being sent to the United States.
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BCCI used to lend the National Bank considerable

sums of money. The National Bank would borrow from other

banks as well, like Chase. BCCI refused to lend the National

Bank money on several occasions.

Cocaine is produced in Peru and Bolivia and refined

in Columbia. Funds are flown in from Peru and Columbia, but

not from Bolivia. BCCI has 32 branches in Columbia. The size

of the individual deposits from Columbia varies from $5,000 to

$100,000,000. Sometimes the deposits are delivered in suit

cases of cash ($200,000 to $300,000) or in checks or third

party checks.

Money exchangers either convert the money right in

the bank or has a draft which he draws in Panama.

Without a doubt some of this money is originally

drug money, but it comes in a different form.

Foreign exchange dealers have a steady flow of

deposits. Columbia pesos are converted to dollars in Columbia.

There was always an undercurrent that alot of the

money in Panama may be drug money, but BCCI felt it was
dealing with lawful activity in dealing with the foreign

exchange dealers.



791

- 6 -

BCCI never converted pesos to dollars.

Since 1981, BCCI has enjoyed a steady increase in

profits in Panama. The volume in 1981 was 2.5 million. The

volume in 1987 was 13 million. But this is overall business,

not drug money. In 1981 there were only two BCCI offices in

Latin America. Now there are 65 offices. The referral

business has been good. There are many individual accounts

and portfolios with central banks.

As for the other banks without so many branches,

they probably deal with drug money. Some banks are generally

known to handle drug money.

Mr. Awan knows of no specific instances of drug

money passing through BCCI. It is possible some was laundered
drug money. Deposits are made by various Panamanian

Corporations. These are shell corporations that have bearer

shares. A reputable law firm would come to the bank and

request that the bank open an account for a corporation. This

can be risky for the bank however. For example, in 1982 $3.7

million in U.S. Treasury checks were forged, even though

cleared by the Treasury. These checks were stolen by APO in

San Francisco. BCCI had to absorb a loss of $1.7 million.

There is no claim under Panamanian law against the law firm

and BCCI could not locate the shell corporation.
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BCCI did not as a practice ask customers "Is this
money drug money?"

People don't keep their dollars in Columbia because

of the inflation. They send it to Panama.

The major U.S. banks in Panama would also be using

the money exchanges. Thus, BCCI is in the same position as

other banks. There are 20 banks in Panama that do most of the

business. Chase does $5 billion in business, Citibank $4
billion. Bank of America $13 and a half billion. Chemical
Bank also does alot of business. BCCI does 1/2 billion. It
is difficult to know how much of a bank's business could
potentially be drug money, however, because much of the

business is booking business and these figures include both

booking business and local market business.

Nothing in the way BCCI conducted business would put

BCCI in a special category.

General Noriega's business with BCCI was limited to

the $200,000 to $300,000 he deposited for VISA cards, etc.

But Mr. Awan became a personal friend of General Noriega.

They became very close after Mr. Awan left Panama in 1984.

General Noriega asked Mr. Awan to make hotel reservations, and

to book limousine and airline tickets. Mr. Awan would often
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use his own credit cards to perform these services because the

BCCI office in Washington in only a representative office.

General Noriega would then reimburse Mr. Awan either by

depositing money at BCCI's branch in Panama, at its branch in

London, or made reimbursement through Panamanian Ambassador.

Mr. Awan meet General Noriega in New York on one

occasion and asked Mr. Awan to give him $100,000 in cash.

There is a currency report form for this transaction.

Mr. Awan stated that apparently two federal grand

juries in Miami are investigating allegations against General

Noriega and that there have been Congressional hearings. The

witnesses at the Congressional hearings included two Americans

convicted of drug smuggling, one Panamanian pilot also

convicted, and Jose' Blandon, Consulate General for Panama in

New York.

Mr. Awan stated that he did not believe that General

Noriega was involved in the drug business. He thinks that the

opposition party trumped up the charges.

Mr. Awan stated that the other employees at BCCI's

Panama branch would stand up under questioning. There are a

total of 150 employees there, mostly Panamanian. They have a

high degree of loyalty to the Bank.
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The FBI first called in November. Two weeks ago
there were articles in the New York and Miami newspapers.

Then the Miami Herald called to say it wanted to interview Mr.
Shafi.

Mr. Awan asked Mr. Naqui if he should continue with
his normal contacts and travelling. Mr. Naqui stated that Mr.

Awan should continue as usual but should try to limit his

contacts with General Noriega.

Bill Howard, a BCCI employee in New York, was served
four subpoenas regarding transfers from Monte Carlo to New

York. Although this is an unrelated matter, Mr. Awan believes

that there may be subsequent questioning about General

Noriega's relationship with BCCI.

Mr. Awan then produced a sampling of documents.

These were hotel bills, airline tickets, etc., that he paid
for General Noriega. These documents are not on file at BCCI.

Jose Blandon testified at the Congressional hearings

but he did not metion BCCI. At least such reference was not

reported in the press. [The hearing transcript reveals,

however, that Mr. Blandon did mention BCCI].
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Mr. Awan said that he had the most knowledge about

the Bank's dealings with Mr. Noriega. Patrick Lynch would

know no more or no less than Mr. Awan as to whether the money

passing through the bank was clean or dirty money.

The Bank's policy was not to accept money from drug

dealers or money launders.

Mr. Awan said that some witnesses had stated that

they deposited large amounts at BCCI's Panamian branch. Mr.

Awan says this was not true if the deposits were in individual
accounts. Institutional accounts are more difficult to
monitor.
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June 1, 1988

MEMORANDUM TO: Robert A. Altman

On Wednesday, June 1, at 11:00 am I had a phone call
from Mr. Naqvi in London. He had placed the call to you, but
in your absence then spoke to me. I explained to Mr. Naqvi
that the reason you were away was that you were in California
following up on information regarding the possible purchase
of a bank.

His call had to do with the BCCI bank in Panama.
There had been brought to his attention an article in the
New York Times of Wednesday, May 25, that referred to the
Panamanian office of BCCI. The report involved missing
documents from the bank's records and stated that the authorities
have linked BCCI in Panama to money-laundering operations.

Mr. Naqvi says that there are two individuals who
operate the bank in Panama and he has told them to come to
Washington to see us. He believes that they will reach here
on Friday. I informed him that I would be in Texas on Friday,
but I thought you would be back in the office. He stated that
the men would remain here as long as we required their presence.
After we have talked to the men we are to report to Mr. Naqvi.
The matter is of such importance to him that he may, after
our conversation, decide to come to the United States.

C.M.C.
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PRIVILEGED AND CONFIDENTIAL
ATTORNEY WORK PRODUCT August 10, 1988

Memorandum to the File

From: Robert A. Altman

Re: BCCI

On Tuesday, August 9, at 3:00 p.m., we met with

Jack A. Blum, Special Counsel to the Senate Committee on

Foreign Relations, and his colleague, Kathleen Smith. 'The

purpose of the meeting was to discuss subpoenas duces fcecum

which were issued on July 27, 1988, to Bank of Credit and

Commerce International Overseas, Ltd., Bank of Credit and

Commerce, Ltd., Mr. S.M. Shafi, and Mr. Kalid A. Awan. There

was some uncertainty on our part as to whether each of the

entities and each of the individuals had in fact been served

with process. Late yesterday afternoon Kathleen Smith

confirmed by telephone that the United States Marshall's

Office claims to have effected personal service.

The subpoenas are returnable on August 11, 1988.

However, by agreement between Mr. Clifford and the Foreign

Relations Committee, the time for production of documents has

been extended until September 11.

57-961 0-92-26
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During the course of our discussion which lasted

about an hour and 20 minutes, Jack Blum described in detail

the information collected during the investigation and public

hearings by the Subcommittee on Terrorism, Narcotics and

International Communications, chaired by Senator John F.

Kerry. From its sources, the Subcommittee has been led to

believe that BCCI, through its banking locations in Panama,

Colombia and in Miami, Florida, has had a major involvement in

the management of assets for General Manuel Antonio Noriega,

the current head of the Panamanian government; Michael Harari,

reputed to be a close aide of Noriega's, an arms dealer, and

formerly an Israeli secret service agent; and various other

individuals from Panama and Colombia with major involvements

in international drug trafficking. The Subcommittee staff has

also been led to believe that BCCI, through its banking
locations in Colombia and Panama, has been significantly

involved in the laundering of large amounts of cash obtained

from the sale of illicit drugs in the United States. The
staff has also been led to believe that Messrs. Awan and Shafi

have not only been involved generally in these activities, but

that in their extensive travels, they (or at least one of

them) have sought to manage the funds of General Noriega in

1987 to make it difficult to trace and/or seize his assets.
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without going into other specifics for the purpose

of this memorandum, the following constitutes a brief outline

of salient points covered with the staff:

(1) The staff has amassed extensive information on

BCCI. It is their understanding that General Noriega was
instrumental in helping BCCI secure a banking charter in

Panama. Information on BCCI has been provided by third

parties, including government officials and other banks, as

well as current and former employees of BCCI.

(2) We advised the Committee that we would soon be

going to Miami to begin to assemble facts and related

documents and, if need be thereafter, to Colombia and Panama.
We expressed concern over the breadth of the subpoena and in

the ensuing discussion were advised that the Committee was not

interested in general deposit relationships the bank had with

customers in those countries. The Committee was informed that

BCCI manages substantial assets of drug dealers and this was

their focus. The staff agreed to limit their subpoena to

documents relating to account relationships which in the

aggregate exceed $5 million. The time frame of interest is

from 1981 to date. We advised the staff we would consider the

scope of their requested production.

(3) Altman told them that it was the intention of
BCCI's senior management to be cooperative and helpful. He
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stated that management vas unaware of any impropriety of the

bank or its employees.

(4) In response to the staff's inquiry, Altman
described BCCI's relationship with First American and

explained Clifford's and Altman's long-standing representa

tion of the Bank. Altman also expressed our complete

confidence in BCCI's management. He stated that criticism

that had been levelled at the Bank over the years had proved,

upon careful investigation, to be groundless and without merit.

(5) We agreed to provide to them, if available,
a copy of BCCI's public offering document of several years

ago which describes the bank's corporate structure and

shareholders.

(6) The Committee is to make available to us

a package of documents which were generated at the time of

the hearings earlier this year, and particularly a large chart

showing the flow of money and drugs into and out of Central

and South America. BCCI is said to form part of the

"conspiracy" depicted in the chart.

(7) To the staff's knowledge, BCCI is not currently

the focus of the ongoing grand jury investigation of this

matter. There is clear cooperation between the Committee and

the grand jury's efforts.
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Mr. Clifford, in particular, and the firm generally

have enjoyed an excellent relationship with the Committee over

the years. In this instance, we find Mr. Blum initially to be
reasonable in his approach to this investigation. Mr. Blum

indicates that he understands the practical problems that may

arise in seeking production of documents from Colombia and

Panama and will work with us in this regard. He believes that
most, if not all, of the relevant documents can be found in
Miami. We agreed to have continuing discussions with him as

the matter progresses.
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PRIVILEGED AND CONFIDENTIAL
ATTORNEY WORK PRODUCT August 11, 1988

Memorandum to the File

Re: BCCI

In accordance with the agreement reached on Tuesday,

August 9, at our meeting with Jack A. Blum, Special Counsel to

the Senate Subcomittee on Foreign Relations, and his colleague,

Kathleen Smith, yesterday we picked up from the staff,

materials which are listed below:

(1) Chart entitled, "THE ORGANIZATION OF THE

CRIMINAL EMPIRE, Manager: Manuel Antonio Noriega". In the

upper right-hand corner in blue ballpoint pen it is listed as
a "Blandon exhibit". This is presumably the chart to which

reference was made at our meeting and under the column,

"Private Banks", the first bank listed is ICCB. After that
entry the word "typo" is written in a parenthesis in blue

ballpoint pen. A logical inference that one could draw is

that this is a reference to the Bank of Credit and Commerce

International - BCCI.

(2) April 6, 1988 transcript of the testimony of

Ramon Milian Rodriguez before the United States Senate
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Subcommittee on Terrorism, Narcotics and International

Communications of the Committee on Foreign Relations ("Kerry

Subcommittee") .

(3) February 9, 1988 transcript of the testimony of

Jose Blandon before the Kerry Subcommittee.

(4) February 10, 1988 transcript of the testimony of

Jose Blandon before the Kerry Subcommittee.

(5) February 10, 1988 (afternoon session) transcript

of the testimony of Floyd Carlton before the Kerry

Subcommittee .

(6) February 11, 1988 transcript of the testimony of

Ramon Milian Rodriguez before the Kerry Subcommittee.

(7) April 4, 1988 transcript of the testimony of

Jose Blandon before the Kerry Subcommittee.

(8) April 9, 1988 transcript of the testimony of

Jose Blandon before the Kerry Subcommittee.

This testimony is being reviewed for references to

BCCI as they may relate to the general subject matter of the

investigation and responses to subpoenas directed to the Bank

and two of its officials.

J.F.K.

cc: Robert Altman (copy of Blandon exhibit attached)
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September 7, 1988

Memorandum to Robert Altman

Attached is a copy of my memorandum of yesterday's

discussion with Jack Blum. Because both you and I were on the
subsequent telephone conversation with him this afternoon,

without any narrative detail, listed below are some of the

points we covered:

(1) You are to meet with Blum on Friday,
September 9 at 2:30 p.m. in his office —
446 Dirksen SOB.

(2) You and I are to meet with Blum and
produce documents on Wednesday, September 14
at 11:00 a.m.

(3) You learned that Amjad Awan had been
served with a subpoena at his residence in
Miami and when you raised this point with
Blum, he apologized for not having notified
us that the Committee intended taking this
action, even though we had been earlier
advised that Avan could appear on a
voluntary basis.

(4) Blum made general assertions about the
need for a meeting, 'sooner rather than
later", but principally indicated that he
needed to know by September 30 whether
additional hearings would be scheduled and,
if so, whether they would be public
hearings. Blum seems to believe that a
review of documents to be produced by BCCI



and interviews of Shafi and Awan — the
latter of whom he regards as the most
important person — will be determinative
of the need for additional hearings.

There may be additional points but I believe that
these are the most important ones.

Attachment
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September 7, 1988

Memorandum for the BCCI File

On Tuesday afternoon, September 6 at approximately

4:20 p.m., Jack A. Blum, Special Counsel to the Committee on

Foreign Relations (224-5382), attempted to reach Bob Altman by

telephone for the purpose of establishing a meeting on

Wednesday, September 7. Bob Altman was away from the office

at the time and asked that I return the call, which I did at
about 5:00 p.m.

When the call was received by the Committee staff —

it sounded like Kathleen Smith — she reported that Mr. Blum
was on the other line, but when I identified myself, she said,
"Oh, he needs to talk with you right now" and then presumably

interrupted Mr. Blum who, within moments, came on to the line.

Mr. Blum seemed much more animated than when we had

spoken with him in person in August and under pressure to

proceed promptly with the aspect of his investigation which

involves BCCI. Early in the conversation, I explained to him
the efforts we had undertaken to this point and that we should
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be in a position soon to make a partial production of

documents. I explained that a number of people in the firm
have been involved during the past three weeks in a U.S.

District Court case involving a temporary restraining order

and that it had been on a seven-days-a-week basis from which
there would finally be some temporary relief beginning at the
end of this week. He said he assumed that it was on a totally
unrelted matter and I confirmed to him that it was, without
identifying the parties in the JOA matter.

Mr. Blum agreed to meet with us on Wednesday morning,

September 14. At a later stage in the conversation, however,

he asked when our document production was due and I told him
that as best I could determine, it was technically required on
Sunday, September 11, based upon the earlier agreement Mr.

Clifford had reached with the Committee staff. I suggested
that we could make a partial production at the time that we

make a visit to his offices on September 14 and that there
were several other items receipt of which we were waiting and

we might need to supply them soon thereafter. Mr. Blum then

referenced serious 'calendering problems" that he was

encountering and asked about the availability of the BCCI

individuals for an interview. I told him that I thought Mr.
Shafi was generally available in this country but that we were

unsure about the availability of Mr. Awan. Because of the
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general sense of both urgency and immediacy that Mr. Blum

conveyed throughout the conversation, I agreed that if Bob
Altman were available the following morning, we would

telephone him again to further consider the points he had

raised. ^
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PRIVILEGED AND CONFIDENTIAL
ATTORNEY WORK PRODUCT

MEMORANDUM

August 29, 1988

TO: The File

FROM: Robert C. Sanders

RE: BCCI/Panama

NOTES OF MEETINGS WITH BCCI OFFICIALS IN MIAMI
ON AUGUST 16, 17, 1988

Messrs. Altman, Kovin, and Sanders met with various

officers of BCCI in Miami on August 16, 17, 1988 to discuss

how and in what manner BCCI should respond to four subpoenas

issued to BCCI and its personel by the Subcommittee on
Terrorism, Narcotics, and International Operations of the

Senate Foreign Relations Committee.

The BCCI officials participating in these talks were

Mr. Rizvi, head of operations in the Western Hemisphere, who

is based in London; Mr. Shafi head of operations in Central of

South America, who is based in Miami; Mr. Awan former country

manager of BCCI's Panama office, now based in Miami; Mr.

Bilgrami, present country manager of BCCI's Panama office; and

Mr. Dean, present country manager of BCCI's Colombian office.

We also met with two subordinate officials at BCCI's Miami
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office: a second Mr. Rizvi and a Mr. Hassan. What follows is

a report from notes taken by Mr. Sanders during the course of

meetings with these BCCI officials.

August 16, 1988

In our initial meeting with BCCI officials in Miami,

Mr. Altman began by explaining that we had come to Miami

because of an investigation by the Senate Subcommittee on

Terrorism, Narcotics, and International Operations of the

Senate Foreign Relations Committee, into international drug

trafficking and money laundering. Mr. Altman stated that the

Senate Subcommittee had conducted various hearings, some

private and some public. BCCI had been mentioned in these

hearings with respect to money laundering in Panama and

Colombia and counsel for the subcommittee had issued four

subpoenas to BCCI and its personnel.

Two of the subpoenas are to BCCI and in its corporate
capacity. One subpoena is to Mr. Shafi and one to Mr. Awan.

Mr. Altman stated that we had come to speak with the BCCI

officials who would be most knowledgable about this matter in

order to permit BCCI to respond to the subpoenas. Mr. Altman

stated that conversations between the BCCI officials and

Clifford & Warnke would be privileged and confidential.

Jack Blum, the Counsel for the Foreign Relations

Subcommittee, had described earlier to Mr. Altman and Mr.
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Kovin BCCI's alleged involvement. First, Mr. Blum had

received information that proceeds from the sale of drugs had

been placed with BCCI with instructions that BCCI should

manage these monies by investing them in securities or in the

money market. BCCI, in other words, was believed to be

involved in portfolio management for drug dealers. In

particular, General Manuel Noriega is believed to have a close
relationship with BCCI and it is believed that BCCI managed
illegal drug assets accumulated by General Noriega. It is
believed that General Noriega assisted BCCI in obtaining a

license to conduct banking operations in Panama and that, in

exchange, BCCI was to manage General Noriega's funds and make

them difficult to locate.

Mr. Blum stated that there was also some reason to

believe that BCCI is engaged generally in the business of
money laundering. It is believed that BCCI accepts cash
deposits which, once converted into bank ledgers, cannot be

traced. The laundering works like this: deposits of cash are

placed in BCCI's Panama bank. These cash deposits are then

delivered to the Central Bank of Panama and subsequently

transferred to accounts outside of the Panama where they can

be drawn upon by the drug dealers.

It is Mr. Blum's understanding that people know
generally who the drug dealers and money launderers are. Mr.

Blum believes that both Mr. Awan and Mr. Shafi are likely to

have intimate knowledge of this system of money laundering and
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are likely to know that the people making cash deposits of

money in Panama and transferring those funds to the United

States are dealing with drug money. Mr. Blum believes that

there must be documents in Miami that would support the theory

that large amounts of cash had been deposited in Panama and

transferred to Florida. This would explain why the subpoenas

were issued to the Miami office of BCCI and to officials based
there.

Following this general introduction by Mr. Altman,

Mr. Rizvi, the head of BCCI's activities in the Western

Hemisphere, described the policy of BCCI. He stated that it
is the policy of the bank not to be involved in money

laundering. Further, he stated that, contrary to Mr. Blum's

belief, BCCI does not manage funds. It is only in the
business of taking deposits and making loans.

Additionally, Mr. Rizvi said that BCCI banks deal

primarily with local currency, not with U.S. dollars. The

bank is not a dollar fund, notwithstanding the fact that the

balance sheet is expressed in U.S. dollars. Some local banks

generate U.S. dollars and other foreign currency. That

liquidity is to deposited by BCCI's banks with the central

banks in exchange for local currency.

Mr. Awan added that BCCI has operations in various

countries, Colombia and Panama in particular, where the

currency changing hands in the market is both white and

black. Consequently, one cannot be absolutely certain that



814

- 5 -

some money passing through the bank is not black money. It is
the policy of the bank, however, not to handle drug money. If
the bank learns or suspects that drug money is involved, it is
the policy of the bank to distance itself from those customers.

Mr. Rizvi then stated there are files in the Miami
office of loans of more than one-half million dollars made to

Panamanians and Colombians in those countries. Additionally,

there are a large number of depository accounts in Miami in

the names of Panamanians and Colombians or in the names of

corporations incorporated in those countries. These are

generally rather small depository accounts, however.

Mr. Rizvi then stated that BCCI has no professional

relationship with General Noriega. Previously, however, BCCI

did maintain depository accounts for General Noriega in London

and issued credit cards.

Mr. Altman then requested that the group review the

four subpoenas that had been issued. Two subpoenas are

directed at corporate entities: one to BCCI Overseas Limited

in Miami, one to BCCI International, Limited in Boca Raton, a

branch of the above. Mr. Altman then proceeded to discuss the

document requests contained in these corporate subpoenas.

Request No. 1 is for documents involving the

management of assets for General Noriega. The request was for

management of assets and not a request for depository

accounts. Mr. Altman asked if Overseas (Limited) had any
documents responsive to this request. The BCCI officials all
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said no. All bank documents relating to Noriega would be
abroad in S.A. offices. Only Mr. Awan would have any detailed

knowledge of any such documents.

Request No 2 is for documents concerning the holding

of assets as custodian for General Noriega. Again, the only

documents which would be conceivably responsive to this

request would be documents relating to General Noriega's

depository accounts at BCCI's S.A. offices in Europe. Only

Mr. Awan would know what documents existed.

Request No. 3 is for documents concerning

corporations, partnerships, and other business entities under

the direction and control of General Noriega. No such

documents are believed to exist.

Document Requests Nos. 4, 5, and 6 concern the

management of assets for Michael Harari, the holding of assets

for Michael Harari and for corporations, partnerships, and

other business entities under the direction and control of

Michael Harari. The BCCI officials stated that Mr. Harari is

thought to be an arms dealer, a former member of the Israeli

Secret Service, and a friend of General Noriega. BCCI has no

documents responsive to these requests regarding Mr. Harari.

Request No. 7 concerns documents relating to the

management of assets for private clients in Colombia. Mr.

Altman explained that Mr. Blum had advised that documents only

need be produced for accounts of Panamanian clients in excess

of five million dollars. The BCCI officials stated that there
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would only be a small number of accounts in Florida in the

names of Colombians or Colombian corporations that were in

excess of five million dollars, perhaps only four or five.

These assets are not managed by the bank, however. They are

only depository accounts. The bank does not manage portfolios

or trusts. The responsive doucments will be obtained.
Request No. 8 concerns all documents relating to the

holding of assets as custodian for private clients in

Colombia. With the exception of the aforementioned four or

five depository accounts, no documents would be responsive.

Document Request No. 9 concerns all Panamanian
clients for whom the Bank manages assets. Mr. Awan stated

that there are perhaps only two accounts in excess of five

million dollars. The records for both of these accounts are

in Panama. One of the accounts is for an Egyptian perfume

manufacturing company based in Panama. The second, is for an

American oil drilling company incorporated in Panama.
Production of the records of either of these accounts would

violate Panamanian bank secrecy law.

Mr. Altman asked if any Colombians had accounts in
Panama. The BCCI officials stated that any such accounts

would be below one million dollars.

Document Request No. 10 concerns all documents

relating to Colombian clients for whom the bank manages

assets. The BCCI officials reiterated that BCCI does not

manage assets. Further, Mr. Awan stated that he did not
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believe that there were any accounts in Colombia in excess of

five million dollars, but that he would have to check one or

two accounts to be certain.

Document Request No. 11 requests all trusts documents
respecting trusts which have Panamanian beneficiaries. The

BCCI officials reiterated that BCCI does not manage trusts.
Mr. Altman then stated that the Foreign Relations

Subcommittee wanted to learn how money laundering takes

place. The Subcommittee wants to reach the assets of drug

dealers .

Mr. Altman asked Mr. Bilgrami whether there were

large cash deposits at the Panamanian office. Mr. Bilgrami

stated that once or twice a month there might be cash deposits

of two hundred thousand dollars. Mr. Altman asked how many

accounts would receive cash deposits of that nature. Mr.

Bilgrami stated that there were probably ten or fifteen such

accounts, taking both Panamanian branches together. Mr.

Altman asked if BCCI knew the people who make these cash
deposits. Mr. Bilgrami stated that they were all believed to

be legitimate business people. Mr. Bilgrami stated that after

cash is deposited in the Panamanian office, it is transferred
to the Central Bank of Panama in exchange for local currency.

BCCI's cash limit with the Central Bank is seven million

dollars .

Mr. Bilgrami stated that it is common knowledge that
some people are money brokers. For example, Brinks might come
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in with large amounts of cash. BCCI would not accept such

large cash deposits from unknown sources and would turn them

down flat. Other banks, however, are known to accept money
from these types of money brokers. These banks include

Citibank, Boston, UBS, Swiss Bank, and Union Bank.

Mr. Altman asked if BCCI could document who we turned
down. Mr. Bilgrami stated that there would be no such

documentation. The bank would merely refuse to accept these

large cash deposits.

With respect to Panamanian corporations, they are

generally incorporated by lawyers and the principals are not

known. It is the bank policy, however, to deal only with
reputable law firms.

Mr. Bilgrami stated that there might have been a

dozen accounts in which the client would bring in cash in a

suitcase. These depositors of cash could have been money

launderers. Money launderers are not drug dealers themselves,

but their business is interrelated with drug dealing. The

process works like this: dealers who buy drugs from farmers

in Colombia must pay the farmers in local currency. They go

to money changers in Panama and pay dollars in exchange for

pesos. The money changers in Colombia thus accumulate large

sums of dollars. These dollars are eventually deposited in

Panama and then transferred to the United States.

Mr. Altman asked what was the dollar volume in cash

deposits done in the past eight years. The BCCI officials
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were not sure, but stated that it would probably be about ten
million dollars a month. Citibank probably took more than

fifty million dollars per month and there are four or five
Colombian banks that may take thirty to fifty million dollars
per month.

Mr. Altman asked if there were any documents that
would reflect these cash transactions. The officials stated

that there would be deposit slips in Panama that would

identify the depositor and there would be a record of how many

dollars were transfered each day to the Central Bank of

Panama. Only the records in Panama would distinguish which

deposits were in cash and which were in check.

Mr. Altman, Mr. Kovin, and Mr. Sanders then met

privately with Mr. Awan. Mr. Altman inquired as to Mr. Awan's

relationship General Noriega. Mr. Awan stated that BCCI had

made an application for a branch office in Panama which had

been turned down by the Bankers' Association, the chairman of

which was from Chase Bank. Basically, the Bankers'

Association black-balled the application of BCCI. This

occurred before Mr. Awan joined BCCI.

When General Noriega was visiting London, BCCI

officials, including Mr. Awan, took General Noriega and the

Panamanian Ambassador in Paris out to dinner. Later, some

BCCI officials from London went to Panama to meet with General

Torrijos. BCCI's application to open a branch office in

Panama was subsequently approved and that office was opened in

the latter part of 1980.
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Mr. Awan was posted at the Panamanian office in

October of 1981. Mr. Awan then met General Noriega again.

Part of Mr. Awan's duties with the bank was to cultivate

important clients. Consequently, he developed a social

relationship with many high ranking people in the government,

including General Noriega.

In 1982, General Noriega asked Mr. Awan for an

account to be opened for Visa card purposes. An account was

opened in London. Originally the account held between one

hundred thousand and one hundred and fifty thousand American
dollars. General Noriega had no account in Panama at that

time or at any time.

Whenever General Noriega wanted to deposit money in

his London account, he would give money to Mr. Awan who would

wire the funds to London. Mr. Awan would wire the funds

anonymously, without giving the depositor's name or even an

account number. Mr. Awan would simply call London and inform

London that a deposit for a certain amount of money would be

wired and that the money should be put in General Noriega's

account.

General Noriega's wife also opened an account with

her three daughters with S.A. in London. General Noriega and

his wife then begin to make cash deposits of one hundred

thousand, one hundred and fifty thousand, or five hundred

thousand dollars in cash, sometimes in Central Bank checks.

Mrs. Noriega also opened an account in Paris.
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Mr. Awan got to know General Noriega personally.

General Noriega came into power in 1983 and Mr. Awan got to

know him even better after that.

Mr. Awan was then transferred to BCCI's office in

Washington. General Noriega would sometimes call him on the

telephone and tell him to make cash payments to someone or to
make hotel or plane arrangements. Mr. Awan would pay the

total hotel and airline bills and General Noriega would
subsequently wire money to Mr. Awan to reimburse him.

The maximum deposit relationship with General Noriega

and his family was approximately twenty-two million dollars.

The maximum deposit at one time was approximately one million

dollars in cash. The cash would be brought to Mr. Awan with

instructions to transfer it to London. After Mr. Awan had
been transferred to the United States, General Noriega would

travel to New York and give Mr. Awan cash to reimburse Mr.

Awan for various advances that Mr. Awan made on behalf of

General Noriega.

On several occasions Mr. Awan traveled with General

Noriega. On one occasion, Mr. Awan travelled with General

Noriega from New York to Andrews Air Force Base. Mr. Awan

would also see General Noriega in London and in Paris.

General Noriega's banking relationship with BCCI was

strictly a depository relationship. BCCI never invested

General Noriega's funds. Sometimes, however, General Noriega

would withdraw funds from the London account and make his own

investments. For example, he bought an apartment in London

and in Paris.
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The last cash deposit made by General Noriega into

the London account was early last year.

After Mr. Awan was transferred to the U.S., he would

travel to Panama every four months to see General Noriega. In

addition, General Noriega would meet Mr. Awan in the United

States. Mr. Awan would deliver travel tickets to General

Noriega.

Mr. Altman asked Mr. Awan whether we knew the source

of General Noriega's funds. Mr. Awan stated that it was
common belief in Panama that General Noriega profited from

bribes and graft. At that time, however, there was no reason

to believe that the cash deposited in the London account had

any relationship with drug dealing.

Mr. Altman then asked if General Noriega had any
relationship with other banks in Panama. Mr. Awan said that

General Noriega only dealt with BCCI. Mr. Altman asked if Mr.
Awan believed that General Noriega had assets other than the

twenty million dollars deposited in BCCI's London bank. Mr.

Awan stated that he thought that General Noriega has several

Swiss bank accounts, but that the amounts are small.

One way that General Noriega would acquire money was

through payments from political appointees. Every Panamanian

consulate has political appointees. In order to get a post in

the diplomatic corps overseas, Panamanians must pay money to

the person who appoints them to those posts. Under this

system, General Noriega would receive considerable sums of

money from political appointees.
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Mr. Altman asked Mr. Awan about General Noriega's

involvement in drug trafficking. Mr. Awan stated that General

Noriega had been hard on drug use and that there were not many

drugs in Panama. Mr. Awan did not believe that General

Noriega was himself a drug dealer. Mr. Awan stated, however,

that he did not think that General Noriega would be above

taking bribes from those involved in the drug industry.

When General Noriega's current troubles began,

General Noriega asked that his account at BCCI's London office

be transferred to BCCI's headquarters in Luxemborg. This

occurred in early 1988. General Noriega later requested that

the money be sent to Panama. Mr. Awan told General Noriega

that the money would be less safe in Panama. General Noriega

continued to request that the money be transferred to Panama

and ultimately BCCI did transfer General Noriega's money to

the Banco National. This occurred within the last week or ten

days.

Mr. Altman then explained to Mr. Awan the nature of

the allegations that had been made about Mr. Awan. The

Foreign Relations subcommittee believed that during 1987 or

1988, Mr. Awan travelled extensively to reorganize General

Noriega's portfolio holdings to make it difficult for the
authorities to locate or seize those funds. Mr. Awan said

that this was untrue and that he never made any investments

for General Noriega.
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Mr. Altman aske-* if General Noriega ever went on any
spending sprees. Mr. Awan said that General Noriega did not,

but that his wife occasionally did.

Mr. Altman asked what documents exist that would

track General Noriega's account in London. Mr. Awan said that

there were time deposit receipts, but that these only had

account numbers. The branch in London would send these time

deposit receipts to Mr. Awan and Mr. Awan would take them to

General Noriega. In London there would be account opening

forms plus account statements month-by-month. Additionally,

there would be statements of Visa accounts. Mr. Altman then

asked if Mr. Awan felt that he was at any personal risk. Mr.
Awan stated that he felt that he was at a personal risk with

respect to General Noriega because General Noriega would be

angry if Mr. Awan disclosed the existence of the $20 million
dollar account in London.

Mr. Altman asked if others could testify about Mr.
Awan's relationship with General Noriega. Mr. Awan stated

that there would be any number of people who would have

observed Mr. Awan with General Noriega on various occasions.

No one outside of BCCI would know about the twenty million

dollar account in London. However, the existence of such an

account could be surmised. Moreover, records would show that

BCCI paid various bills on behalf of General Noriega.

With respect to the London account, Mrs. Noriega held

about five million dollars and General Noriega fifteen
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million. Mrs. Noriega would make cash deposits. This cash

was probably income paid to her by political appointees at

consulate posts.

Mr. Altman then questioned Mr. Awan with respect to

document requests directed to the two corporate entities

regarding Mr. Awan's travel records, telephone records, and

compensation. Mr. Awan said that there would be records, of

his travel and of his telephone communications. His passports

would indicate travel. Additionally, the Bank would have

ticket vouchers. Mr. Awan said that he would also have a

record of all of his salary slips. Mr. Altman commented that

the investigators think that Mr. Awan is likely to have large

performance bonuses.

Mr. Awan mentioned in confidence that he had received

certain transfers of money from his father in Pakistan. These

transfers were illegal transfers under Pakistani law. He had

been accepting these transfers since 1984. The total of the

transfers would be three hundred thousand to four hundred

thousand dollars.

Mr. Awan stated that he had been filing U.S. tax

returns since 1984.

Mr. Awan stated that the bank had not knowingly

engaged in money laundering.

Mr. Awan stated that the bank had no relation with

Mr. Harari.
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With respect to money laundering, Mr. Awan stated

that between 1981 and 1984, the bank probably received five

million dollars in questionable cash deposits, and that after

1984 the bank received very little cash deposits. Mr. Awan
stated that many deposits by money changers were legitimate,

but that Colombians were not allowed to keep dollar deposits

outside of Colombia. Most money changers are Colombian, some

are Venezuelian.

Mr. Altman asked Mr. Awan if Mr. Shafi, the head of
BCCI's Miami office, was aware of the Noriega account in

London. Mr. Awan stated that Mr. Shafi was aware of this

account but that he did not know the amount.

Mr. Awan stated that everyone knew who the big

Colombian drug dealers were. These drug dealers would work

through the Colombian banks. UBS and Citibank were involved

in a major way with the Colombia drug dealers. BCCI did not

work with these drug dealers.

Mr. Altman, Mr. Kovin, and Mr. Sanders then met with

Mr. Shafi, the head of BCCI's Miami office. Mr. Shafi says

that he was with BCCI from the very beginning. He left the

United Bank in 1972 and joined BCCI on January 1, 1973. Even

before officially joining BCCI in 1973, Mr. Shafi worked for

BCCI. When he officially joined the bank in 1973, he joined

as General Manager and Director of the National Bank of Oman.

He stayed there for ten years until 1983, when he was posted

to Miami. He is now responsible for all of Latin and Central

America, including Panama and Colombia.
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Mr. Shafi stated that he would sometimes travel to

these countries. He said that all loans over one-half million
dollars had to be approved by him and that loans over one

million dollars had to be approved by the central credit

committee in London. Loans above five million dollars had to

be approved by the board. Mr. Shafi stated that all strategic

planning for Central and South America occurred at the Miami

office .

Mr. Altman inquired as to what records were kept in

Miami. Mr. Shafi stated that all records with respect to

credit and loans, that is, all records of loans of over

one-half million dollars in Central or South America, would

have records in Miami. There would be no records of

depositors in those countries with respect to deposits made in

Panama or Colombia. The Miami office would only have total

figures of deposits. There are perhaps fifty thousand to

sixty thousand total depository accounts in the region.

Mr. Altman asked Mr. Shafi if he had any relationship
with General Noriega. Mr. Shafi said that he met Mr. Noriega

once or twice in Panama when Mr. Shafi first came to the Miami

office. Mr. Awan had arranged for those meetings and they

were just courtesy calls. Mr. Shafi said that he had no other

dealings with General Noriega. Mr. Shafi also said that he

knew nothing about Mr. Harari.

Mr. Altman then questioned Mr. Shafi about any

travel, telephone, or compensation documents that Mr. Shafi
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had. Mr. Shafi said that the bank files would have all of
these records.

Mr. Altman asked Mr. Shafi about any large sums of

cash that may have been deposited in Panama. Mr. Shafi said

that he had no personal knowledge of any large deposits of

cash in Panama.

Mr. Altman asked Mr. Shafi why a subpoena had been

issued in his name. Mr. Shafi stated that he did not know,

but suspected that it was because he was the head of
operations in the region. Moreover, all credit files for the
region were kept in Miami.

Mr. Altman asked Mr. Shafi whether he had any

substantial fringe benefits. Mr. Shafi said no. He was

supplied with a company car and had medical coverage through

insurance, but that was all. There would be complete records
of all of his business expense accounts. Mr. Altman asked if
Mr. Awan was provided with a company car. Mr. Shafi said that

Mr. Awan had no car, only a salary.

Mr. Altman, Mr. Kovin, and Mr. Sanders then met with

Mr. Bande Hassan. Mr. Hassan has been with BCCI for four

years. He recalls that in October of 1987, Mr. Abedi spoke to

BCCI officials at the Grand Bay Hotel in Miami. Mr. Abedi

told the bank officials that they could not blacken the name

of the bank by dealing with drug dealers or drug money and

that the bank would take serious action against any bank

official who did so. There were perhaps four hundred people
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at this meeting. Mr. Aitman wanted to know if there were
minutes of that meeting. Mr. Hassan said that he thought

there might be either minutes or an audio tape.

Mr. Aitman asked vhether there were any depository

accounts in Florida of Colombia or Panamanian clients that

exceeded five million dollars. Mr. Hassan said he thought

that there would' riot be many and that he would compile a list.
We then met with Mr. Bilgrami, the present county

manager for Panama. Mr. Bilgrami has been the country manager

in Panama since 1985. BCCI has two offices in Panama, one in

the Free Zone and one in Panama itself. Mr. Bilgrami stated
that the bank in Panama performed two major functions. The

first is to accept deposits. The second is trade finance,

that is, short term lending. Mr. Bilgrami stated that he can

lend only ten thousand dollars without security and only fifty

thousand dollars with security.

With respect to deposits, Mr. Bilgrami stated that

deposits iri Panama come from different countries and come in

the form of either cash or bank transfers. Mr. Bilejraii

stated that there are many Panamanian registered companies. A

company can register in Panama in twenty-four hours. In some

companies, the owners are known, in others they are not. BCCI

only deals with corporate clients when they are recommended by

reputable attorneys. With respect to Colombian accounts, BCCI

in Pariama will only deal with those accounts if the holders of
the accounts are recommended by BCCI's Colombian bank officers.

57-961 0-92-27
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In Panama, it is not a crime to accept cash deposits,
but BCCI has a limit of six million dollars. Mr. Altman asked

Mr. Bilgrami how much cash would come into BCCI's Panamanian

office each month. Mr. Bilgrami stated that in 1986 and in

1987, perhaps ten or fifteen million dollars in cash were

deposited each year, over a million dollars per month. In any

case, the bank records would contain this information. The

deposit tickets would show this and the account statement

would also indicate whether the deposits were in cash or by

check.

Mr. Altman asked Mr. Bilgrami if any of the accounts
in Panama exceeded five million dollars. Mr. Bilgrami said

no. The maximum account in Panama was probably about two

million dollars.

Mr. Bilgrami stated that BCCI's Panama bank closed

all money changer accounts in 1986.

August 17. 1988

Mr. Altman, Mr. Kovin, and Mr. Sanders met first
with Mr. Rizvi. Mr. Altman summarized the general state of

affairs. He stated that, at the present time, there were

three valid subpoenas and one invalid subpoena. The subpoena

for Mr. Awan was invalid because it was not served and Mr.
Awan's first name was incorrectly stated. [Counsel for the
Foreign Relations Subcommittee later telephoned us and

confirmed their interest in the documents of Mr. Awan, the

BCCI officer] .
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Mr. Attain stated that we ware informed that the only

responsive documents held fay Mr. Shafi were his telephone,

travel, and compensation records. BCCI has similar documents

with respect to Mr. Awan and Mr. Altman asked that Mr. Awan go

to Washington and begin to collect these documents.

Mr. Altman observed that neither Mr. Shafi or Mr.

Awan had been requested to testify.

Mr. Altman commented on the existence of the Noriega

account in London, but stated that the subpoenas requested

documents in the possession of Overseas. We were informed

that there would be no documents in Panama with respect to the

Noriega account in London. They were all transactions of S.A.

The wire transfers of money from Panama to London had no names

or account numbers.

Mr. Altman stated that the major interest was Mr.

Awan's relationship with General Noriega and the Noriega

depository account in London. We are advised that there could

be unfortunate implications for the bank if we were to produce
documents with respect to General Noriega's London account.

Those records may be protected by English or other foreign

iaw> an issue we will check. If those documents are produced,
BCCI personnel in Panama could be at risk. Moreover, Mr. Awan

feels that if he were to disclose the London bank account, he
could well be in personal danger.
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Mr. Altaian mentioned that perhaps we should consider

separate counsel for Mr. Awan. Mr. Altman also stated that we

would produce Mr. Awan's documents even though he was not

subpoenaed.

Mr. Altman stated that the bank had a potential

political exposure as a result of the receipt of substantial
dollar deposits from General Noriega. Additionally, there is

the concern with respect to money laundering, although the

bank does not believe any laundering occurred knowingly. We

have not been requested to produce any documents with respect

to money laundering. As to money laundering, we could explain

it may have occurred. We could explain that we took some few

millions dollars from unknown sources and that, in addition,

we dealt with money changers. We could state, however, that

it was the policy of the bank not to deal with drug money and,
in any case, the amount of cash we received was insignificant

compared to other banks.

Mr. Altman suggested that we seek to produce

documents in the first week of September. By then, we would

have to formulate a position with respect to Mr. Awan. Mr.

Altman mentioned that in the coming week Mr. Kovin might make

a trip to Panama and/or Colombia. This trip would reassure

the subcommittee that we were diligent in our efforts though

documents outside the country are not requested.



833

- 24 -

Mr. Rizvi then presented his perspective of the

general situation. He stated that our balance sheets indicate

that the bank does no trust work, thus there would be no

documents responsive to the subpoena requests regarding

management of assets.

Mr. Rizvi stated that balance sheets for Panama and

Colombia are maintained at BCCI-s Miami office. Additionally,

there are two types of information in Miami with respect to

Panamanian and Colombian clients. First, there are. records of

depository accounts of Panamanian and Colombian clients where

those accounts are at offices in Florida. Second, there are

records of all loans made to Panamanians and Colombians that

exceed five hundred thousand dollars.

At. the Miami office, there is also a cash book that

indicates the cash flow in Panama for 1987 and 1988. Mr.

Altman suggested that we consider producing that cash book.

Such production may not violate Panamanian bank secrecy laws.

The cash would reveal to the subcommittee that BCCI's

Panamanian office, did not receive nearly as much cash deposits

as the subcommittee has been led to believe.

Mr. Rizvi went on to state that it has always been
the policy of the bank to stay away from drug money.

Mr. Altman commented that Mr. Rizvi would be

effective in discussions with the counsel to the subcommittee

and we should consider having Mr. Rizvi speak with Mr. Blum.
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Mr. Altman then suggested various alternative

approaches to the subpoena requests. First, either Mr. Awan

or Mr. Rizvi could go and speak with the subcommittee's

counsel. Second, we could produce certain documents, but not

with respect to the Noriega account, and Mr. Awan could refuse

to testify. The Committee would be advised that if the bank
were to disclose the Noriega account, either by documents or

through Mr. Awan's testimony, General Noriega might revoke the

bank's license, arrest BCCI personnel, and kill Mr. Awan.
We then met with Mr. Feroze Dean, the President of

BCCI's subsidiary bank in Colombia. Mr. Dean explained that

we bought a bank in Colombia in June of 1983, the year before

he arrived. Initially, we acquired 49% of that bank and later

gained complete control in 1988 when the majority owners went

bankrupt. The majority owners got special permission from the

government to sell their interest to us.

Mr. Altman asked Mr. Dean what kind of business BCCI

engaged in Colombia. Mr. Dean responded that the main

activity was international commerce and local lending. He

said that BCCI has thirty branches in Colombia. The lending

activity is related to import and export work. The exports

are coffee, flour, and bananas. The imports are raw

materials. BCCI has fifty-five thousand accounts in

Colombia .

Only one or two of the balances exceed three million

dollars. There are no accounts above five million dollars.
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The two largest accounts are government accounts: the

Colombian Port Authority and the Sogata treasury.

There are no dollar accounts in Colombian. All
accounts are in pesos, the local currency.

Mr. Dean stated that BCCI is very suspicious of

people who wish to transfer large sums of money out of

Colombia. On one occasion someone wished to transfer one

million dollars per week out of the country. BCCI refused to

do this. BCCI's Colombian bank does transfer certain cash to

Nassau to avoid the high Colombian reserve reguirement on

loans. Finaxicing is expensive in Colombia because a reserve

of 16.5% muse be paid to the National Bank. Accordingly, BCCI

makes dollar deposits in Nassau that are security for loans.

For this purpose, clients wire funds to Nassua. These are not

big dollar amounts, however.

Mr. Altman asked Mr. Dean how active was BCCI in

encouraging money changers to deposit their dollars in

Panama. Mr. Dean said that we did not encourage this activity

at all.
We tnen met again with Mr. Awan. We began by showing

him the chart entitled "The Organization of The Criminal

Empire." This chart, which was an exhibit at the hearings

held by the subcommittee, provides the names of individuals,

companies, and banks that are believed to play a role in

General Noriega's drug empire. BCCI. Swiss Bank, Banco

Cafettro, and Inter-Bank are listed as banks involved in tne

drug empire.
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The first column on this chart lists individuals
believed to be part of the criminal empire. Mr. Awan was

familiar with four of the seven names listed. Mr. Awan said

that Enrique Preteit was in the jewelry business and made

deposits at BCCI . Those deposits totaled one hundred thousand

dollars. Additionally, we gave him a three hundred thousand

dollar line of credit based upon the one hundred thousand

dollar deposit.

Mr. Awan said that Richard Bilonick owned a cargo

airline. One of his planes was caught in the U.S. with drugs

on board. He approached Mr. Awan to open a bank account. Mr.

Awan refused. He later did open an account by depositing a

one million dollar check. He asked for a loan for three

million dollars and we gave him a loan of seven hundred and

fifty thousand dollars.
Mr. Awan said that Carlos Wittgreen was a close

associate of General Noriega.

Finally, Mr. Awan stated that he was familiar with

Cesar Rodriguez. Rodriguez had a large account with BCCI. He

is now dead and stills owes the bank three million dollars.
He was in the restaurant and night club business and also had

a limousine business. Additionally, he had an aircraft spare

parts business called Car Corporation. Mr. Awan believes that

General Noriega had Mr. Rodriguez murdered.

Under the second column on the chart, Military

Operations Group, Mr. Awan said that he was familiar with the
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names of the ten generals listed in that column and was

acquainted with some of them. None of them had accounts with

BCCI, however, but the wife of Marcos Justines had a small

account at BCCI's Panamanian office.

Mr. Awan stated that he was familiar with Carlos

Duque, whose name appears on the last column of the chart,

entitled Private Group of "Legal* Businesses.
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Attorney-Client Work Product
Privileged and Confidential

NOTES OF MEETING WITH JACK A. BLUM,
SPECIAL COUNSEL TO THE SENATE FOREIGN
RELATIONS COMMITTEE ON SEPTEMBER 9, 1988

On September 9, 1988 Mr. Robert Altman together with

Mr. Robert Sanders tret with Jack A. Blum, Special Counsel to

the U.S. Senate Foreign Relations Committee to discuss the

subponnas issued by the Committee to BCCI. Ms. Kathleen Smith

of the Committee Staff also attended the meeting. The meeting

commenced at 2:30 and lasted until shortly after 4.00 p.m.

After brief introductory remarks, Mr. Blum stated

that it was his understanding that on September 14, 1988 BCCI
would make a partial production of documents requested in the

subpoenas issued by the Committee. Mr. Altman responded that

the production of documents on September 14, 1988 would

consist - as per our prior discussion with the staff - of

documents responsive to the subpoenas that were located in

B^CI's Florida office which served as the Regional

Headquarters for Latin American and the Carribean. Mr. Altmc.n

stated that he, Mr. John Kovin, and Mr. Sanders had traveled

to Miami in August where they spent several days meeting with

SCCI officials at the regional office. The BCCI officials

vers said to include Mr. Shafi, who was in charge of the

region, ?.nd the country managers of both Panama and Colombia.

Mr. Altman stated that he briefed these officials on

the current investigation and reviewed with them copies of the
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subpoenas. All documents responsive to the subpoenas located
in Miami were then collected.

Mr. Altman stated that officers' comments and the

documents produced from the Miami office present a picture

that is quite inconsistent with what the Committee had been

told. First, we had earlier been informed that the Committee

was concerned that known drug dealers would place large sums

with BCCI, e.g. — $20 million or more — and that BCCI would

invest and manage these assets on behalf of these persons.

Mr. Altman told Mr. Blum that BCCI does not have a trust

department and generally is not in the business of managing

money for customers. Moreover, BCCI does not have large

depository relationships in Colombia and Panama. The deposit

accounts in those countries are relatively small. The same is

true for deposit accounts of Panamanians or Colombians that

are maintained at BCCI's agency offices in Florida. Finally,

Mr. Altman stated that while the names of reputed drug dealers

are known to our country managers, BCCI does not do business

with any of them.

Mr. Altman then stated that BCCI officials had heard

rumors about the handling of drug money by other banks. BCCI

had been approached for several occassions and offered

lucrative commissions to accept large cash deposits, but the

bank always refused.

Mr. Altman stated that one indication of which banks

may be active in handling large cash deposits is the amount
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set by each bank as a voluntary restriction on the amount of

cash transfers that may be made in a month to the Central Bank

of Panama. The Bankers Association proposed these voluntary

restrictions. Certain banks were setting large limits. BCCI

has a relatively low cash limit.

Mr. Altaian stated that although the subpccnas only

requested documents regarding the management of assets and net

deposit relationships, he had asked the BCCI officials for a
computer printout of all Panamanians or Colombians who have
depository accounts at any of BCCl's agency offices in

Florida. This material was provided and will be produced.
Confidentiality of this information must oe maintained.

Mr. Altman stated that at the present time we do not'

have documents relating to specific deposit accounts of'

Colombians and Panamanians in Colombia or Panama. These

documents are located in those countries, not in tne regional

office in Miami; further, production of these documents would

violate bank secrecy laws. Figures dealing with total

deposits for those countries were requested by Mr. Blum, and

this, he was told, would be checked.

Regarding the specific demand for documents relating

to the management of assets for General Noriega, Mr. Altman

reiterated that BCCI does not manage assets. In response to

further questions, Mr. Altman stated that BCCI previously

maintained a deposit account for the Panamanian government

which General Noriega, as the head of the government, could
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control. BCCI may not disclose information about this account

for two reasons. First, such disclosure would be unlawful

under Panamanian bank secrecy law. Second, if this
information were produced, the employees and business

operations of BCCI would be vulnerable.

Mr. Blum wanted to know how much money was in this

account and in what country the account was maintained. Mr.

Altman stated that this information was not available. Mr.

Altman advised that the only one way the bank might be able to

disclose information was with the permission of the Panamanian

government .

Mr. Blum inquired when the money in this account was

withdrawn. Mr. Altman stated that the account was closed

sometime this past summer.

Mr. Blum asked about Mr. Awan's present location.

Mr. Altman stated that he was traveling in the United States

for a few days, but may be transferred soon to BCCI's office

in Paris.

Mr. Blum asked if personal expenses were paid out of
the Panamanian government's account. Mr. Altman explained

that when General Noriega and his entourage traveled in the

United States, BCCI sometimes made the travel arrangements and

hotel reservations and these bills would be paid from the

account with the permission of the government. These trips

appeared to be in the nature of state visits.
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Mr. Blum stated he understood General Noriega had a

credit card arrangement with BCCI. Mr. Altman stated a Visa

card had been issued.

Mr. Altman again stated that BCCI could not provide

information on General Noriega or the Panamanian government's

account for the reasons stated. Mr. Blum stated he would give

further consideration to the matter.

Mr. Blum then stated that the Committee believed that

substantial cash deposits have been placed at banks in Panama

or Colombia, but booked off-shore at foreign offices. Mr.

alum stated that he expected the country managers of Panama

and Colombia would certainly know about such off-shore

deposits because they would have to be able to report to the

depositor from time to time. He asked if ws had docunents
chat set forth all deposits from Panama and Colombia.

nr. Blua presented a scenario to illustrate his

point. A client might come into BCCl's Panamanian or

Colombian office, make a deposit, and request that the deposit

be booked overseas. The manager then vould book the money in

London or Luxembourg, for example. But the Panamanian or

Colombian manager would have some? record of those ov<?r-seas

bookings because the client would be expected to approach the

bank from time to time asking about the deposits. The

official who took the deposits should have records because ho

la credited for bringing in the deposit arid the country

manager may also likely have records since they reflect on
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bank's performance in that country. Mr. Blum then asked if
our production of documents will include these types of
records .

Mr. Altman stated that our production would only

involve only off-shore bookings made in Florida. This was all
that the subpoenas and the staff requested.

Mr. Blum stated that the Committee now wants more

than deposits booked in Florida. The Committee is interested

in all deposits accepted from the region, regardless of where
they are actually booked. Mr. Blum stated that he believed

there may be records in Miami of such off-shore bookings of

deposits from the region. These records should be produced.

Mr. Altman stated that he understood the request and

would consider it further in discussions with the client.
Mr. Blum explained that previously when cash deposits

were made in Panama, the money was sent to the Central Bank

and then fowarded to the Federal Reserve in the United

States. The Federal Reserve started to receive large amounts

of cash that "never should have been in Central America in the

first place." The amount of cash being sent to the Federal
Reserve has lessened. The authorities believe that certain

banks in Panama are flying the cash to Europe. In this way

they reduce the cash transfers by the Central Bank of Panama.

Mr. Altman replied that the Committee would be given

the documents described on September 14, 1988. It would take
longer to locate and examine any documents responsive to the
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Committee's request for all deposits accepted frca the
Carribean region which are hooked elsewhere. if such
documents existed, this request would be considered separately.

Mr. Altmah then corrected a misunderstanding Mr. Blum

had. Mr. Blum believed that depositors' money was placed in

BCfii's treasury in London. Mr. Altaian explained that the

Treasury does not generally invest customers' money — it is
operated to invest the bank's liquid1 assets. The bank follows

a conservative approach in managing its balance sheet and does
not believe in being "loaned up." In response to a further

question, Mr. Altman stated the bank also relies on fee income

sources for revenue rather than be too dependent on interest

income.

Mr. Blum returned to the subject of the subpoenas and

asked who from fecci participated in the search for documents

that will be produced next week. Mr. Altman stated that three

or four BCCI officials who worked for Mr. Shafi located the

documents .

Mr. Blum proposed that there be a closed session with

a court reporter after we make our partial production of

documents on September 14. Mr. Blum suggested that- we bring

an individual who is familiar with the gathering of the

documents so that the documents cari be properly identified on

the record and explained. Mr. Altmah stated we would consider

this request and we would call Mr. Blum next week.
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Mr. Blum stated that it will probably be necessary
for Mr. Blum to meet with Mr. Shafi and Mr. Awan. Mr. Altman

stated that Mr. Shafi was available, but would not be able to

provide much information. When asked if there were another
senior bank official who could explain the bank's business in

the region, Mr. Altman mentioned Mr. Rizvi, a BCCI official
based in London who is responsible for BCCI banking operations

in North, Central, and South America. If Mr. Blum were
willing to meet with Mr. Rizvi in London, Mr. Awan could

travel from Paris to London and be available at the same

time. Mr. Awan, however, would not be able to testify about

the Panamanian government's account relationships for reasons

stated.

Mr. Blum then stated that the Committee might

subsequently require Mr. Awan for public testimony.

Mr. Blum asked whether BCCI ever made any loans to

General Noriega. Mr. Altman stated that if there were any
loans, they were minor in nature. Again bank secrecy laws

foreclosed disclosure.

The agreement was reached that we would make our

production of documents on September 14 and consider whether

on the 15th or 16th a closed meeting would be scheduled where

a BCCI representative might identify the documents.

Mr. Blum then volunteered that the U.S. Justice

Department last Spring had asked the Foreign Relations

Committee not to Issue any subpoenas to BCCI. Later this

57-961 0-92-28
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restriction was rescinded. Mr. Blum does not know why the

issuance of subpoenas was originally halted.

In closing, Mr. Blum stated that he had learned that

the Government of Luxembourg and the Bank of England had been

concerned about the adequacy of regulation over BCCI. Mr.

Altman explained that Luxembourg authorities had questioned

whether they should be the bank's primary regulator because

BCCI's business had expanded in other parts of the world in

recent years. The Bank of England at times had indicated they

wished to have greater regulatory control, a not unexpected

reaction from a regulator. These problems, however, had all
been worked out. BCCI is being regulated by a small,

international committee of bank regulators and all countries

are fully satisfied with the arrangement. The U.S. operations

of BCCI are regulated by the Federal Reserve which has

complete confidence in the bank.

Further, various criticisms of BCCI to which Mr. Blum

made reference, including the bank's reputation with a few

large U.S. banks, were totally unfounded, Mr. Altman stated.

Mr. Altman advised that he and Mr. Clifford had looked into

this matter over the past 10 years and found such attacks to

be without merit.

Mr. Blum concluded the meeting by remarking that the

investigation was being expedited and may have to be concluded

within a month. Mr. Altman then stated in closing that he

wanted to convey to Mr. Blum a serious concern. Mr. Altman
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noted that the banking business is built on trust and

confidence. Accordingly, Mr. Clifford and he were concerned

that BCCI's reputation would be unfairly damaged as a result

of publicity about the investigation, even though all
allegations would be disproved. In this regard we were

concerned about any rumors or leaks that could flow from the

investigation and might, incorrectly and ineguitably, tarnish

BCCI's reputation. Mr. Blum stated he understood our concern

and would remain sensitive to the issues.
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NOTES OF MEETING WITH JACK A. BLUM,
SPECIAL COUNSEL TO THE SENATE FOREIGN
RELATIONS COMMITTEE ON SEPTEMBER 14, 1988

Messrs. Altman, Kovin and Sanders net with Jack A.

Blum, Special Counsel to the U.S. Senate Foreign Relations

Committee, to allow Mr. Blum to review certain documents

responsive to subpoenas issued by the Committee to BCCI, Mr.

S. M. Shafi, and Mr. Amjad Awan. Ms. Kathleen Smith of the

Committee Staff also attended the meeting. The meeting

convened at 11:30 a.m. and lasted until shortly before

1:00 p.m. It had been scheduled for 11:00 a.m., but because
of Committee business, began a half-hour later.

Mr. Altman presented Mr. Blum with a cover letter-

advising Mr. Blum that (1) certain of the documents being made

available for his review were confidential bank records and

must be protected from public disclosure by adequate

safeguards to be mutually agreed upon; (2) that in making the

production of these documents neither BCCI nor Mr. Shafi and

Mr. Awan waived any rights or privileges, and (3) that if Mr.
Blum wanted any of the documents reproduced for his files,

the reproduction and delivery of the documents would be in

a manner to be mutually agreed upon.

Mr. Blum then stated that it would be the Committee,
not he, that would make the decision as to whether any or all

of the documents for which confidential treatment could be
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accorded it. Mr. Blum added, however, that he thought that
the Committee would be sensitive to BCCI's request for

confidentiality.

Mr. Altman and Mr. Kovin then presented Mr. Blum with

the documents that they had brought, listed on the attached

"Index of BCCI Documents." ine documents were divided into

seven volumes, each in its own file folder.
Volume I: Annual Reports and Financial Statement.

Mr. Blum briefly examined and then retained the BCCI Annual

Report for 1987 and several Annual Reports for Colombia, all

public documents. He requested that we reproduce for him the

Statement of Affairs of BCCI Panama (6/30/88) . Mr. Blum

requested that we alsc with similar reports of

these nonpublic documents for earlier years of the BCCI

business in Panama.

Volume II; Records of Depositors and Borrowers. Mr.
Blum reviewed the records of depositors and borrowers at

BCCI's Agency Offices in Miami, Boca Raton, and Tampa. For

purposes of comparison, Mr. Blum requested a print-out of the

same information for the Miami agency for the period ending

June 30, 1987; with respect to Boca Raton and Tampa, he

requested a print-out of the same information for the period

ending June 30, 1986.

• Mr. Blum also was not clear whether these print-outs

were of only Panamanian and Colombian depositors and

borrowers, or of all depositors and borrowers. The question
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Orose because some clients, not listed on our separate list of
Panamanian or Colombian clients with deposits in excess of $5
million, appeared to have deposits of more than $5 million in

the aggregate. Petro Brass, Managers A-D4 (Account 272001-

May 31) , and CDC Texo S were three accounts that appear to

exceed $5 million either in credits or debits. Mr. Blum

sought clarification on this point and also requested some

explanation for several abbreviations on the print-outs,

including "TOD* and *SOD*.

Mr. Blum requested that Volume II together with the
additional print-outs requested be made available for

inspection again at a date to be set.

Volume III: eternal BCCI Memoranda and Florida
Licenses . Mr. Blum requested copies of (1) the Compliance

with Law Circular: Carribean Regional Office and (2) the

Minutes of Management Committee Meeting at the Carribean

Regional Office in which the bank's policy not to deal with

drug money was emphasized by the President of BCCI. Mr. Blum

stated that the Committee would not require copies of BCCI's

licenses to operate in Florida.

Volume IV: Shafi Documents. Mr. Blum requested

copies of (1) Mr. Shafi 's business expenses and (2) his travel

diary. Mr. Blum does not require copies of Mr. Shafi's

compensation records. As far as Mr. Shafi's telephone bills
(office, residence, and car) , Mr. Blum stated that he would

like to review these more closely at our next meeting before
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deciding whether he would require that they be photocopied and

produced.

Volume V: Awan Documents. Mr. Blum requested copies

of Mr. Awan's (1) business expenses and travel records and (2)

telephone bills. Mr. Blum stated that he would not require

Mr. Awan's compensation records.

After this review of the documents Mr. Blum and we

discussed the following five points:

(1) Mr. Altman (and Mr. Clifford) will meet
with Senator Kerry, the Chairman of the
Committee, to discuss the Panamanian
account and the confidentiality issues
attendant thereto;

(2) A meeting should be scheduled with Mr.
Rizvi in London, perhaps on September 23,
1988;

(3) Mr. Awan may meet with Senator Kerry to
discuss the Panamanian account.

(4) BCCI has been asked to produce (a) earlier
printouts of depositor and borrower
relationships at the three Florida
agencies and (b) documents regarding all
deposits in excess of $5 million accepted
in Panama or Columbia but booked overseas.

(5) Mr. Kovin will travel to Panama and
Colombia to review and collect any
available, responsive documents at the
BCCI banks in those countries.

Mr. Blum asked if there were any documents in the
United States relating to General Noriega's expenditures for

v ■
travel and related expenses in the United States. Mr. Altman

stated that he could not respond to this inquiry.
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Mr. Blum asked if any BCCI documents referenced Cesar
Roderquiez, Ramon Roderquiez or Mr. Pretelt. The conversation

shifted and Mr. Altman never responded to Mr. Blum.

Mr. Blum appears less receptive to Mr. Altman's

earlier suggestion that Mr. Blum meet with Mr. Awan in London

at the same time that Mr. Blum is to meet with Mr. Rizvi. Mr.

Blum seems to prefer that Mr. Awan come to Washington. If Mr.
Blum insists, BCCI will, as a practical matter, have to agree.
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September 19, 1988

Memorandum to the BCCI File

At about noon today I returned Kathleen Smith's
telephone call and reported to her, as she was aware, that we

had tried to reach her on Friday, September 16. I explained
that on an emergency basis a filing was made in the Court of
Appeals at 10:00 that day and .that both because a number of us

had worked most of the preceding night, and that Mr. Awan's

new counsel telephoned that day, we had been unable to

complete the first phase of our production of documents. In
short, the following points were covered:

(1) We will produce documents as earlier
promised with the exception of
documents relating specifically to Mr.
Awan because he has separately retained
counsel. (The return on his subpoena
in any event is due on September 22.)

(2) As soon as we are able to arrange it,
we will meet with Mr. Awan's counsel to
determine whether any objections will
be interposed with respect to the
specifications of Awan's subpoena.

(3) We have not yet received the computer
print-outs from the Miami agency or
comparable information from the Boca
and Tampa agencies but will let the
Subcommittee staff know when it has
arrived.
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(4) Senator Kerry may be available to meet
with us on Wednesday, September 21, and
we are to advise the Subcommittee staff
as soon as possible concerning that
date.

(5) Ms. Smith asked about the availability
of Mr. Rizvi for a proposed meeting in
London, and I said that I was not aware
of the details of a conversation that
I thought Mr. Altman may have had with
Mr. Rizvi. Because the Subcommittee
staff is unable in advance of this
coming Friday, September 23, to clear
their request for foreign travel, it is
now suggested that a meeting with Mr.
Rizvi be scheduled for early in the
week beginning Monday, September 26, in
London. We are to telephone either
Jack Blum, Jonathan Lickman or Kathleen
Smith regarding such a date (direct
dial numbers 224-4447 or 224-5382).
For purposes of submitting information
for travel clearance, they need Mr.
Rizvi's full name, title, address and
the place at which a meeting would
occur.

In general, the conversation went reasonable well

but Kathleen Smith did not let on that she had any knowledge

concerning Mr. Awan's retention of new counsel.
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September 20, 1988

Memorandum to Messsrs. Altman and Sanders

Re : BCCI Congressional Matter

I returned the call of Mr. Bande Hasan (305-374-8663)

at about 4:45 today. He reported that the materials referenced

in the transmittal letter accompanying the additional computer

print-outs on the Miami/Boca Raton/Tampa agencies, have been

prepared and are being forwarded by Federal Express this

evening. (I have not seen the set of print-outs received on

Monday, September 19.)

wondered whether the trip - which could be postponed if needed
- would interfere with the response of BCCI to the Subcommittee

subpoenas. I told him that no further mention had been made
of the desirability of having a banJc officer available to be

interviewed with respect to the content of documents or the

manner in which they had been gathered. We are pleased that

such a request has not been renewed and, accordingly, his trip

should not hinder progress in the matter and if we need him,
we shall contact him through Mr. Dildar Rizvi in London.

Kathleen Smith telephoned at 4:58 and I have not

returned her call. )

He is leaving tomorrow for London for one week and
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September 21, 1988

Memorandum to Messrs. Altman and Sanders

Re: BCCI Congressional Matter

After consulting with Mr. Altman, at 2:00 p.m. today

I returned the several telephone calls Kathleen Smith of the
Subcommittee staff has left over the past several days. The
conversation was brief and friendly in tone. The points

covered were these:

1. Messrs. Clifford and Altman could see Senator

Kerry at 11:00 a.m. or 3:00 p.m. on Friday, September 23, if
the Senator were available. Jack Blum is away today for Yom

Kippur and she will let me know about the proposed meeting
early tomorrow morning.

2 . With respect to a meeting with Dildar Rizvi in

London, I explained that Mr. Rizvi is on international travel
until October 5 and because of the Court of Appeals brief in

the Knight-Ridder case due on October 11, no meeting can be

scheduled with Mr. Rizvi in London until Wednesday, October 12,

at the Earliest. Ms. Smith will consult with Blum tomorrow,

but has asked whether Mr. Rizvi would be available at another
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location before Saturday, October 8, when this session of

Congress ends. I told her I would let her know, if possible,
tomorrow .

3. Regarding the additional computer print-outs

sought by the Subcommittee staff for the Miami/Boca Raton/Tampa

Agencies of BCCI, Ms. Smith is aware that we now have them and

that we are prepared to present and discuss the material at

a mutually convenient time within the next several days.

Given the possibility of an early meeting between

Mr. Awan and Senator Kerry and the request for a meeting by

the staff with Mr. Rizvi before October 8, we should probably

discuss our reactions and/or any other appropriate steps to be

taken some time today or early tojaprrow.
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PRIVILEGED AND CONFIDENTIAL September 22, 1988

Memorandum to Messrs. Altman and Sanders

Re: BCCI Congressional Matter

I spoke for a second time by telephone this morning
with Kathleen Smith following a brief consultation with Bob

Altman. The following are the points considered:

(1) I have agreed that we will produce for
inspection to the Subcommittee staff
the additional computer print-outs from
the Miami/ Boca/Tampa Agencies on
Friday, September 23 at 3:00 p.m. at
the offices of the staff.

(2) Because Senator John Kerry's* only
availability on Friday was at 1:00 p.m.,
the meeting with him has been
rescheduled for 11:30 a.m., Monday,
September 26. Obviously, if there is a
major problem in this regard, I should
notify Kathleen Smith soon.

(3) We revisited the subject of the
Subcommittee staff visiting Mr. Dildar
Rizvi in London on October 5. Because
the Senate now adjourns sine die on
October 15, they believe that a meeting
with Rizvi as proposed by us on or
about October 12 would not give them
adequate time within which to reflect
the results of such a meeting. I
explained and reiterated the basis for
Bob Altman' s unavailability until that
time because of the expedited briefing
schedule in the JOA matter pending in
the Court of Appeals. Blum had
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suggested to Kathleen Smith that if
Altnan were unavailable at that time,
Kovin might be able to do it instead.
I told Kathleen Smith that my
involvement with this client was of
relatively short duration and a meeting
with Mr. Rizvi could not take place
unless Altman attended. We left it at
that And Jack Blum may telephone Bob
Altman later in the day to discuss it
further.

Finally, a literal reading of John Grabow's

telephone message is somewhat distressing. If it means that
no objections of any nature will be interposed to the
production of documents in response to Amjad Awan's subpoena

— including any concerns that Mr. Awan may have about his

personal safety — it may cause us to alter the stance that we
have adopted with the Committee^staf f up to this point.
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PRIVILEGED AND CONFIDENTIAL September 27, 1988

MEMORANDUM TO THE FILE

Re: BCCI Congressional Matter

John Grabow of Ginsburg, Feldman and Bress

telephoned this morning to ask about what documents we had

provided to the Subcommittee staff. I told him that we had
visited with the staff and shared with them some computer

print-outs, but absent a confidentiality agreement, had left

no documents with them. In response to specific questions by

Mr. Grabow, I responded that we had not provided any copies of
Mr. Awan's expense or compensation records for retention by

the Committee, nor had we provided any copies of 'Noriega

documents*. With respect to the latter category, we do not

intend at the present time supplying any such documents.

I told Grabow that we expected the staff to ask for
the opportunity to look further at Mr. Awan's expense records

before the anticipated interview of him. Mr. Grabow said that

they expect visiting with the Subcommittee staff on Wednesday,

September 28. Finally, we discussed the nature and content of

a confidentiality agreement including a disclosure provision,

\
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but we agreed that under most circumstances such agreements

with congressional committees are not particularly useful.

Mr. Grabow concluded the conversation by asking if I would let
him know if there are any further developments. He did not
volunteer to reciprocate. . 7

cc: Robert Altman
Robert Sanders
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PRIVILEGED AND CONFIDENTIAL September 30, 1988

MEMORANDUM TO THE FILE

Re: BCCI Congressional Matter

John Grabow telephoned early this afternoon in

response to a call I made to him yesterday evening about the
time that Bob Altman and I were locating documents to be
forwarded to the Subcommittee staff, at their request for use

in a meeting with Amjad Awan.

Grabow reported that Mr. Awan had been interviewed

by the Subcommittee staff this morning. In response to a

direct question, he said that it was not a deposition —

as Kathleen Smith had referred to it yesterday — but instead
an interview. Grabow is "guardedly optimistic" that Awan will

not be called as a public witness. He said that Awan had

responded strongly that BCCI had not engaged in money

laundering nor was the bank in any way associated with drug

trafficking, and Awan reiterated his belief that he would be

in personal jeopardy were he to give testimony regarding the

Bank's customer relationship with General Noriega.

Awan turned over the so-called Noriega documents and

Blum also questioned him regarding the travel records that we
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had supplied to the Subcommittee staff early today. The

documents supplied by Awan are to be accorded the same degree

of confidentiality normally accorded documents supplied to

a Committee in closed session. If we get greater protection
for documents yet to be turned over, those supplied by Awan

will be treated accordingly. Awan noted to Grabow but not to
Blum that certain of his travel records — supplied to this

firm — from the period when he was stationed in Miami had not

been produced. I told Grabow that I was somewhat unclear on
this point; however, that it might be the Miami records
related to Bank of Credit and Commerce, S.A. Those which were

subpoenaed dealt with BCCI Overseas Ltd. I told Grabow that
we would check on this in the event it later became the
subject of additional questions.

The talk with Grabow was brief and somewhat less

strained than usual. Once again, he stated that he was unable

to predict what the next step would be, but grudgingly agreed

that he would let us know if anything new develops. There is
nothing further scheduled with the Subcommittee as far as Awan

is concerned. On a final note, Awan was reportedly struck by

how much Blum seems to know about the whole situation.
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MEMORANDUM

January 26, 1989

TO: Robert A. Altman

FROM: Robert C. Sanders

RE: Reports of Meetings in BCCI Matter

Attached are the reports you requested of various

meetings regarding to the BCCI matter.
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SENATE SUBPOENAS
CHRONOLOGY OF EVENTS

1. July 27, 1988 - Subpoenas duces tecum issued to the
Florida offices of BCCI (Overseas) Limited, and to
Mr. S.M. Shafi and Mr. Kalid A. Awan. Return date of
August 11

• Matter is referred to the law firm of Clifford &
Warnke .

• Subcommittee extends date for response for 30
days .

2. August 9, 1988 - Messrs. Robert Altaian, John Kovin,
and Robert Sanders of Clifford & Warnke meet with
Committee staff. Staff advises of the progress in
the hearings to date, including allegations of BCCI
involvement in money laundering. Messrs. Awan and
Shafi are believed to be involved in these activities
and in managing assets for drug dealers as well as
Noriega .

Subpoena coverage is limited by the staff to
documents for accounts that exceed $5 million. Staff
also directed BCCI to focus on documents located in
Miami; documents in Panama and Colombia were not
being sought by the Committee at the time due to
problems in production.

3. August 11, 1988 - Staff provides counsel with
transcript excerpts and exhibits from the hearings as
background information.

4. August 16-17, 1988 - Messrs. Altman, Kovin, and
Sanders meet with BCCI officers in Miami (who have
been designated as knowledgeable) to review the
subpoenas. Messrs. Shafi, Arajad Awan, and Bande
Hassan are to collect responsive documents (with the
assistance of others they may designate) and forward
the records to the lawyers in Washington for
production .

• Senate staff is informed by telephone that the
subpoena served on Kalid Awan should be directed
to Amj ad Awan.

Arajad Awan is identified by BCCI as the only
person who knows the Noriega documents . All
Noriega documents are said by Awan to be located
abroad. (The Noriega records are said to be
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depository accounts and are not actually covered
by the specifications of the subpoenas.)

BCCI officers advise that the Bank has strict
policies against money laundering or handlingillicit drug monies. It is noted the Bank's
founder, Mr. Abedi, had specifically emphasized
this policy at a BCCI management meeting in Miami
in October 1987.

Concern is expressed that BCCI officers and
property would be in serious danger from Noriegaif he believes the Bank is disclosing information
about him to the Subcommittee.

September 9, 1988 - BCCI lawyers meet with Senate
staff and advise them of the comments of BCCI
officers in Miami. The following points, among
others, are discussed with the Senate staff:

BCCI officers present a very different picture
than that described by the Subcommittee. Counsel
suggest the staff meet with BCCI senior management
in London to obtain a full understanding of the
Bank and its operations. The staff agrees,
subject to authorization.

• Staff is advised that Awan is to be transferred by
BCCI management to Paris. (BCCI management was
reacting to Awan's repeated concerns about his
personal safety and had therefore proposed to Awan
the transfer.) When the Senate 3taff goes to
London to meet senior management, Awan would be
available to travel from Paris and could meet them
in London. The staff concurs, and notes the
Subcommittee may also want Awan for public
testimony, a point to be decided later.

• Mr. Shafi is also available for interview, but
counsel do not believe he can provide useful
information to the Subcommittee.

• Staff is informed that Noriega has had accounts at
BCCI, though documents are not covered by the
subpoena as it was written. Awan has advised that
the documents are located overseas. Staff is
advised that BCCI does not want to discuss Noriega
due to fear of reprisals and foreign law
constraints .

BCCI is gathering acomputer listing of all
Panamanians or Colombians who have depository
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accounts in Florida. (These are not covered by
the subpoena, but were being obtained to provide a
more complete view of the agency operations.

Documents relating to deposits of Colombians and
Panamanians in those countries are located where
the deposits are made, not in the Miami office of
BCCI.

• Production of documents pusuant to the subpoena is
to be made on September 14 .

6. September 14, 1988 - BCCI counsel met with Senate
staff to review documents produced pursuant to the
subpoena, as well as computer records of depositors
and borrowers at BCCI's Florida agencies, and all the
personal records of Shafi and Awan which had been
requested. Oral requests for additional computer
printouts of agency operations are made by the staff
(covering other time periods).

Staff requests that Messrs. Clark Clifford and
Robert Altman meet with Senator Kerry personally
to discuss the legal and practical problems
concerning production of the overseas Noriega
account records .

* Staff is interested in scheduling the London trip
for later in the month.

7. September 15, 1988 - By letter dated September 14,
1988, Awan tenders his resignation from BCCI , citing

, unexplained mistreatment. / ,.. 4*-

fA I 2...JU,. * Qr*~ Or-* *'
'

8. September 19 , 1988 - BCCI counsel forwards/ copies of
documents designated by the Subcommittee.-c^There isfurther discussion with the staff concerni
scheduling the trip to London. V*.

9. September 21, 1988 - Telephone discussion with the • ^>*VAjr
staff to plan the meetings in London for early s*jLyXr \
October . C*^ S

10. September 26, 1988 - Messrs. Clifford and Altman meet \

with Senator Kerry and Jack Blum, Special Counsel to \
the Committee. The Noriega document matter was ' -
discussed; the foreign law constraints and concern
about the safety of BCCI personnel are presented. ,£*>>■

Senator Kerry advised he would take the matter under
consideration.

- 3 -
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[Note: The Washington Times/ later carries a front . j
page story that^Contends Mr. Clifford had sought at _

^ this meeting to get Senator Kerry to "back off" his
~~ investigation. Senator Kerry flatly denies the

• allegation. ]
\A

LI. September 30, 1988 4 Mr. Awan/ accompanied by his
personal attorney JCftn Grabo* (a lawyer recommended
to Awan by the Senate staff), appears for a
confidential deposition with special security
arrangements .

• Staff confirms the threat to Awan's life from
Noriega.

• Awan denies under oath any knowledge of money
laundering at BCCI, or any other illegal activity
at the Bank.

12. October 8, 1988 - Indictment against BCCI is returned
in Tampa. Senate staff subsequently advises counsel
the Subcommittee is dropping its investigation in
light of the criminal case. No further production of
documents is to be made, nui. Will UlU Lumluii Lily-tea-^

o
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